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Foreword 


Grant F. Smith's excellent, deeply disturbing book Spy Trade: How Israel's Lobby Undermines America's 
Economy is a welcome addition to a growing scholarly literature documenting beyond reasonable doubt 
that the Israel lobby's elite are above U.S. law. The lobby's illegal and sometimes treasonous behavior is 
empowered by critical support from the rank and file. Further, Smith's work shows that America's 
problem is not only Israel and its lobby, but perhaps more dangerously, blanket immunity from 
prosecution. The harmful activities in which Israel lobby leaders engage are only possible because of their 
ability to corrupt U.S. politics at every level of government. 


From the perspective of a former senior U.S. intelligence officer, Smith's well-researched book is a 
marvel. Israel's intelligence services have created, as this and other recently published works 
authoritatively demonstrate, a domestic espionage network in the United States whose operatives do the 
following: 


(a) Steal secret business data that benefits Israel's economy and costs America intellectual property, business 
revenue, and domestic jobs. 


(b) Shield the American Israel Public Affairs Committee (AIPAC) from having to register as an agent of a foreign 
power. AIPAC's mission is to coordinate with the Israeli government to push U.S. policies that economically benefit 
Israel at high costs to U.S. business and workers. This agency relationship has corrupted the U.S. legislative, electoral, 
and judicial processes, and guarantees that American—not Israeli—kids die fighting wars pushed by Israel and its 
lobby's leaders. 


(c) Purloin highly classified military technology that Israel then sells to the highest bidders, who use it to negate the 
technical superiority of U.S. weaponry, or even resell it to enemies intent on killing U.S. soldiers and Marines in the 
field. 


(d) Run covert operations against a host of government agencies—from the Pentagon to the U.S. Trade 


Representative's office—stealing and passing information to Israel that compromises U.S. foreign, economic, and 
defense policies. 


(e) Gain preferential and corrupting access—via illegally coordinated campaign contributions, influence, and 
intimidation—to leading politicians in the Democratic and Republican parties, as well as serving presidents, 
congressmen, senior law enforcement officials, journalists, judges, bureaucrats, and even intelligence officers. 


(f) Buy pardons from presidents to expunge the criminal records of the handful of operatives who have been convicted 
of theft and/or espionage-related activity. 


By any measure, Israel's espionage program in America is an unqualified success, and would be the envy 
of any intelligence service in the world. But Israel is not solely or even primarily responsible for this 
success. Espionage and covert action are only possible if human beings are willing to commit treason 
against their governments and countrymen. Intelligence services can design goals, plans, rewards, and 
protections for spies, but without individuals willing to commit treason, espionage is all but impossible. 


The hugely unsettling truth detailed by Grant Smith's Spy Trade is that Israel's intelligence services have 
found a seemingly unending number of recruits who are not only willing to betray America, but do so 
without remuneration because they have decided Israel's—not America's—advancement is paramount and 
justifies criminal and/or treasonous behavior. And in addition to finding Americans eager to be disloyal, 
Smith shows that Israel—through the potent influence of allies in the U.S. governing, business, and media 
elites—is able to effectively put those of its spies who are caught beyond appropriate legal punishment via 
mysteriously negotiated and dismissed court cases; implausible plea deals; well-staged and slanderous 
demonstrations of Jewish-American "communal anger" over "persecution," thereby winning absurd 
judicial rulings; reduced jail sentences; and presidential pardons. In short, Israel's tremendously 
damaging espionage and covert action campaign works and yields huge dividends not because Israel runs 
the operations, but because substantial numbers of Jewish-Americans are eager to participate and defend 
them publicly by leveling toxic charges of "anti-Semitism" and using money and media influence to 
protect or bury them. 


Overall, Grant F. Smith's Spy Trade: How Israel's Lobby Undermines America's Economy puts on display a 
vigorous, widespread, established, and effective fifth column pursuing Israel's interests at the expense of 
America's. Smith also shows that it has been able to operate for so long because the U.S. governing elite 
knowingly permits it to do so. Eager for reliable campaign contributions directed by AIPAC and other 
Israel lobby organizations, and terrified of being smeared as anti-Semites, post-1948 U.S. politicians have 
governed in a manner that protects Israel's intelligence apparatus and domestic operatives by putting 
both above the law. 


Abraham Lincoln presciently warned us that only actions by Americans can destroy the United States. "If 
destruction be our lot," Lincoln said in 1838, "we must ourselves be its author and finisher. As a nation of 
freemen, we must live through all time, or die by suicide." At this point, Israel and its lobby's "authors and 
finishers" are involving America in the affairs, criminality, and wars of a nation of no strategic value to the 
United States. The willingness of U.S. political leaders to both ignore and monetarily benefit from that 
fifth column's activities strongly suggests that suicide is becoming the order of the day. 


Introduction 


Unpunished crimes have long undermined the prosperity, legal protections, and international standing of 
Americans, but receive little attention from scholars or the press. Violations of U.S. laws were a major 
factor in establishing the state of Israel in 1948. Massive illicit arms flows coursed through networks of 
false-front American nonprofit groups smuggling weapons to Jewish fighters in Palestine in contravention 
of the 1939 Neutrality and Arms Export Acts. Throughout the 1960s and 1970s, figures operating out of 
the shadows of parastatal institutions such as the Jewish Agency, the Zionist Organization of America, the 
American Zionist Council, and Israeli intelligence supplied and provided cover for Israel's fledgling 
Dimona nuclear weapons program against the explicit foreign policies of President John F. Kennedy. The 
Kennedy administration attempted to register the American Zionist Council (umbrella of the Zionist 
Organization of America and Hadassah, among others) as a foreign agent of the quasi-governmental 
Jewish Agency when the Senate uncovered international money laundering into the U.S. That 
enforcement effort lost inertia after the assassination of President John F. Kennedy and the dissolution of 


key DOJ leadership.[1] 


AZC activity regrouped within the American Israel Public Affairs Committee (AIPAC), which emerged as 
the new center of gravity of the Israel lobby by the mid-1970s. Illicit financial flows from the Jewish 
Agency were replaced by U.S. Political Action Committee donations coordinated by AIPAC. One of AIPAC's 
greatest accomplishments came quietly in 1985. In tight coordination with the Israeli government, AIPAC 
won coveted tariff-free export access to the U.S. market through America's very first "free trade" area. 
The lion's share of trade benefits steadily accrued to Israel, even as AIPAC cut U.S. export access to any 
market considered potentially hostile to Israel. 


As America's first bilateral free trade agreement approached its twenty-fifth anniversary, a little-known 
espionage incident remained cloaked in secrecy. The Reagan administration and Israel were neck deep in 
intrigues during the tumultuous period when the U.S.-Israel Free Trade Agreement (USIFTA) was 
negotiated. Both became embroiled in the Iran-Contra affair, in an attempt to restart Israel's lucrative 
arms sales to Iran that had begun under the Shah. The Iran-Contra affair and the 1986 Jonathan Pollard 
espionage scandal overshadowed a vastly consequential and related "third scandal." 


During the 1984 USIFTA trade negotiations, American industry and interest groups lobbied against it and 
provided valuable intellectual property and trade secrets compiled by the International Trade 
Commission. The FBI discovered that this report was surreptitiously obtained by both AIPAC and the 
Israeli government. This major breach threatened the sanctity of the negotiations, but was quickly buried 
so as not to slow the "fast track" process. All files on the lengthy FBI investigation into the affair were 
swept up and classified—until July 31, 2009. 


Since 1990 USIFTA has generated a cumulative U.S. trade deficit of $71 billion, the equivalent of 100,000 
American jobs for each of the last 10 years. It is the only bilateral trade deal consistently generating 
deficits, major market access complaints from U.S. industries, and ongoing disputes over misappropriated 
U.S. intellectual property. Did economic espionage and classified information stolen in 1984 give Israel 
and its lobby an unfair advantage? 


The newly declassified FBI documents clarify a much wider pattern of how the Israel lobby[2] extracts 
staggering wealth durin g moments of crisis—at enormous but generally hidden cost to the American 
people. History reveals systematic tactics for achieving those objectives: false fronts, threatening to bring 
down related legitimate Israel lobby organizations or U.S. government officials, illegally coordinated 
campaign contributions, and secret deals with the Justice Department under threats of "systemic risk." 
These activities have had a corrosive effect on the rule of law in the United States. The highest-level 
perpetrators of Israel lobby crime are almost never held accountable, since important details are covered 
up and kept from the public for longer periods of time than other categories of classified U.S. government 
information. 


The Obama administration is now confronting vast, embedded parastatal Israeli interests demanding 
taxpayer-funded aid, diplomatic cover for apartheid-like policies toward Palestinians, and the preservation 
of Israeli regional nuclear hegemony. It is critical that Americans understand and confront the Israel 
lobby's challenge to American prosperity and the rule of law before irreversible damage is done to U.S. 
governance. 


"Some prominent people and some important organizations could be hurt..." Robert R. Nathan, former 
War Production Board chairman during Jewish Agency delegation talks with the FBI director 
over arms smuggling. [3] 


Arms Smuggling 


Arms smuggling is the root of U.S.-Israel commerce. Massive quantities of surplus American weapons 
crossed the Atlantic in violation of U.S. laws before the state of Israel was formally declared. Smuggling 
began under David Ben-Gurion, the chairman of both the World Zionist Organization and the quasi- 
governmental Jewish Agency, which oversaw Jewish immigration into Palestine. Ben-Gurion traveled to 
the United States in 1945 in a desperate bid for the funding, arms, capital goods, and skilled people 
necessary to win and hold a new state in Palestine. The precedents established by Israel's first prime 
minister strongly influenced the formalized U.S.-Israeli diplomatic and commercial relationships that 
followed. 


Ben-Gurion's colleague Dr. Rudolph Sonneborn convened an elite group of 19 wealthy Zionist activists on 
July 1, 1945 to hear his grand plan for transferring victims of the Holocaust to Palestine from displaced 
persons camps across Europe. Henry Montor, the national director of the United Jewish Appeal[4] (UJA), 
and other prominent Jewish-Amer ican fundraisers active in finance, law, and retail businesses began 
operating under the cover of a charitable front organization—ostensibly dedicated to the relief of 
European Jews—called the Sonneborn Institute.[5] The subsequent creation of separate but le gally 
chartered corporate entities engaged in illicit activities gave the Jewish Agency and budding Israeli 
defense forces (the Haganah) operational "plausible deniability" if any of the autonomous cells engaged in 
"black operations" across the U.S. were uncovered. 


Rabbi Irving Miller was instrumental in coordinating higher-level arms smuggling and finance even as he 
openly served as the chairman of the Jewish Agency's American Section, according to Teddy Kollek, a 
Haganah and Jewish Agency operative based in New York who later became mayor of Jerusalem.[6] In 
the years following its first meeting, the Sonneborn Institute spawned a half-dozen organizations 
conducting both aboveboard and highly illegal activities that gave rise to Israel's military, air transport, 
and shipping industries. 


Vast quantities of war materiel were unleashed onto the American market when the U.S. demobilized 
after WWII. The War Assets Administration (WAA) administered sales of enormous stocks of highly 
specialized machinery and military equipment. WAA mandated this had to be either converted to civilian 
use or decommissioned and sold as scrap. The Sonneborn Institute's drive to build a self-reliant military- 
industrial capacity began when Ben-Gurion sent engineer Haim Slavin to New York to research modern 
ammunition and arms production. Slavin operated under the truism that it is faster and cheaper to 
acquire the technology of others than to develop the same capability oneself. He began researching 
modern production while commissioning the design of an entirely new weapon (code named "the gun") 
for the Haganah and searching for highly specialized WWII surplus production machinery across the 
United States. 


The Sonneborn network front companies bore innocuous names such as "Machinery Processing and 
Converting Company" and acquired, stored, packaged, disguised, and exported capital goods. The first 
purchases included six tons of machinery from the Remington Arms plant in Bridgeport, CT for 
manufacturing .303 caliber ammunition for "the gun." The network could acquire state-of-the-art 
ammunition-making equipment worth hundreds of thousands of dollars at the price of $70 per ton only by 
promising complete decommissioning. Another WAA deal routed through a friendly entrepreneur's 
corporation secured 200 tons of M-3 demolition explosive at the price of 10 cents per 2.25-pound block, 
just as the U.S. Department of State declared an embargo on arms shipments to the Middle East. 


The network's core competencies involved high secrecy. Sophisticated military-industrial gear was 
disassembled, catalogued, and disguised as civilian machinery so it could be divided up into innocent- 
looking components that would make it past U.S. customs inspectors for shipment to Palestine. 
Ammunition and firearms were welded into the centers of giant boilers or generators, while TNT crates 
were stenciled with innocuous labels. The Sonneborn Institute was also active in manpower exports. 
Friends inside and outside the U.S. government provided timely intelligence for key military personnel 
recruitment operations. One front, Materials and Manpower for Palestine, surreptitiously obtained the 
entire data set used by U.S. armed service chaplains, which allowed the Haganah to direct targeted 
appeals to Jewish veterans in the United States during its drive to recruit military volunteers to fight in 
Palestine. 


The network also thought big. Even after the U.S. State Department declared its embargo on arms 
shipments to the Middle East, it purchased a baby flat-top aircraft carrier from the WAA for $125,000. 
The plan was for the U.S.S. Attu to ferry arms and DPs to Palestine and be fully restored for air attacks. 
17] 


Nathan Liff, who had acquired a WAA contract for scrapping surplus arms, owned a Honolulu scrap yard 
that was the site of a major arms theft operation. Liff notified Sonneborn during a visit to New York about 
his access to surplus war planes. Al Schwimmer, a wartime TWA flight engineer who worked in an aircraft 
reconditioning and air freight business in Burbank, sent Haganah West Coast coordinator Hank 
Greenspun to Hawaii to look over Liff's inventory and procure functioning surplus aircraft engines.[8] 


Greenspun noticed brand-new crated .30 and .50 caliber machine guns in a military section of the yard 
full of stock that had not been rendered inoperable. The crates were not only still owned by the military, 
but actively patrolled by U.S. Marines. Greenspun observed the sentries' timetable and used a forklift to 
steal 58 crates containing 500 machine guns. He carefully replaced the new stock with crates of guns 
already rendered inoperable from Liff's side of the yard.[9] Greenspun moved the guns to Los Angeles 
fo r transshipment to Palestine via Mexico. He almost lost the 35 tons of machine guns out of San Pedro 
harbor while employing a civilian yacht for the Los Angeles-to-Acapulco leg of the smuggling operation. 


The machine guns arrived in Israel by October of 1948.[10] 


Kolleck also established front operations with Latin American dictators, including Anastasio Somoza in 
Nicaragua. Somoza bought operable WAA stock from the U.S. as a sovereign state, which he reshipped to 
Palestine in exchange for a 3.5 percent kickback. Haganah operatives also coordinated with gangster 
boss Sam Kay to traffic arms through Cuba and Panama. [11] 


Israel's proto-air transportation service began when Al Schwimmer purchased three surplus military 
Lockheed Constellations from the WAA for $45,000. The sticker price for the new commercial service 
version, depending on the equipment configuration, was $685,000 to $720,000. The airplanes were 
capable of flying 300 miles per hour, had a service ceiling of 16,000 feet, and could carry 100 passengers 
or 10 tons of cargo. Schwimmer used another $20,000 of the network's funds to rent space at the 
Lockheed Air Terminal, where he added 10 smaller surplus C-46 Commando cargo planes under the name 
of Schwimmer Aviation. 


Schwimmer also made a proposal to an out-of-luck Florida cargo entrepreneur, Charles Winters, who had 
purchased two B-17 bombers and converted them for civilian use. Each was capable of carrying seven 
tons of bombs and cost $204,370 to manufacture. When Winters' Caribbean fruit cargo business failed to 
prosper, Schwimmer asked if he was interested in flying the bombers to "somewhere in Europe." Winters 
navigated the bombers across the Atlantic to Czechoslovakia, where they were refitted for war and used 
to attack Egypt. 


Schwimmer's air fleet left the United States for Panama, registered under a shell corporation as a 
Panamanian airline to evade export controls. It soon departed Panama and went into service in Europe, 
ferrying military supplies between Czechoslovakia and Tel Aviv. The U.S. Central Intelligence Agency 
detected the activity and filed a report titled "Clandestine Air Transport Operations" on May 28, 1948. 
The report cover letter advised that "U.S. National Security is unfavorably affected by these developments 
and that it could be seriously jeopardized by continued illicit traffic in the 'implements of war.'" The CIA 
noted that Schwimmer's crews operating in Europe "dressed in U.S. Army uniforms without insignia," 
which deceived airport authorities in sovereign nations such as Switzerland into believing Schwimmer's 
air transport smuggling ring was really a "U.S. Air Force Operation."[12] 


Arab nations attacked the newly founded Israel in 1948 after a United Nations decision to partition the 
British-controlled territory of Palestine into Jewish and Arab states. Jewish forces armed by the 
Sonneborn network prevailed, seizing territories far beyond those won in the United Nations. Egypt and 
Jordan absorbed much of what was left of the territories intended for a Palestinian state. The smugglers 
were largely immunized by Israel's victory. Sonneborn smuggling organizations handling "black" goods 
gradually became legitimate after Israel won independence. The Supply Mission of the State of Israel in 
New York absorbed Machinery and Metals Company to manage military acquisitions. Materials for 
Palestine became Materials for Israel and stopped handling military equipment in favor of basic civilian 
goods for immigrants, including medical supplies, clothing, footwear, and vehicles. Land and Labor for 
Israel quietly shut down for less formal recruiting efforts. 


The FBI, like the CIA in Europe, was alerted early on to the massive smuggling activities taking place 
across the United States, but took little effective action. In 1949, Charles Winters pled guilty to illegally 
exporting airplanes and was sentenced to 18 months in prison. Schwimmer was charged with conspiracy 
to violate the Neutrality Act, and along with Leo Gardner, Rey Selk, and Service Airways, was found 
guilty. All were ordered to pay fines of $10,000. 


But none of the truly "big fish" of the Sonneborn arms smuggling network was ever indicted. Henry 
Montor, leader of the United Jewish Appeal, who organized the first Sonneborn meeting, became founder 
of the Israel Bond Organization, which successfully floated its first issue of $52 million in 1951. His 
smuggling network fundraising efforts that operated in tandem with the UJA were never prosecuted. 
Montor left the U.S. to live in Rome and Jerusalem in 1957.[13] Rudolf G. Sonneborn retired quietly as 
dire ctor of Witco Chemical Company and died in 1986. William Levitt is celebrated as the entrepreneur 
famous for postwar American mass production housing such as his "Levittown" development. Levitt 
provided a $1 million loan at no interest for the purchase of 15 Messerschmitt ME-109 fighter aircraft 
from Czechoslovakia for the Haganah, but never faced legal consequences for violating the Neutrality 
Act.[14] 


Al Schwimmer prospered, as he went on to become managing director of Israel Aircraft Industries (later 
Israel Aerospace Industries) after Israel's war of independence.[15] With the backing of Ben-Gurion and 


Shimon P eres (Director General of the Ministry of Defense), Schwimmer worked to make IAI an 
indispensable vendor to the Israeli Air Force in the 1950s. The ambitious IAI attempted to manufacture 
complete modern fighter jets suitable for domestic military use and export. Later, recognizing necessary 
economies of scale and industrial capacity shortcomings, it settled into a more specialized role as an 
advanced modification, upgrade, and improvement vendor for existing fighters, commercial aircraft, and 
helicopter airframes, as well as manufacturing engines and electronics systems. 


The organizations and individuals in the Sonneborn Institute's network all engaged in legitimate 
charitable activities as well as theft and smuggling. This cover and connection to elites involved across 
U.S. politics, business, and government made it a difficult target for law enforcement. After network 
members were arrested in Canada for smuggling prototype assault rifle components across the border in 
1947, an unusual meeting was held. Leaders of the network traveled with a high-level Jewish Agency 
representative to Washington, DC and met with Robert R. Nathan, who had led the U.S. industrial 
mobilization in WWII, becoming the War Production Board's chairman in 1942.1161 


Nathan brokered a summit with FBI Director J. Edgar Hoover. The Royal Canadian Mounted Police had 
already "asked the FBI to cooperate in tracking down the sources and personnel involved and maybe 
prosecuting." This law enforcement initiative presented a major threat to the Sonneborn network and the 
Jewish Agency. Nathan flatly told the FBI director that the network's activities were not "anything 
damaging to the United States. But it is not straight up and aboveboard. Some prominent people and 
some important organizations could be hurt." Nathan assured Hoover that none of the weapons involved 
in the smuggling ring would ever be used in or against the United States, and left the meeting feeling that 
the FBI director was "sympathetic," but with no indication that he would "cooperate."[17] 


Over time, the criminal records of Sonneborn smugglers have been expunged, and even the reputations of 
the "little fish" convicted in court have been carefully rehabilitated to hero status. In 1950, Nathan Liff 
offered compelling testimony in a Los Angeles courtroom during the trial over Greenspun and 
Schwimmer's violations of the Neutrality and Export Control Acts. Liff explained to jurors that he gave 
guns to "young Jewish boys who went to the door of Hitler's ovens" to bring Holocaust survivors to 
Palestine.[18] John F. Kennedy pardoned Hank Greenspun in 1961 after winning Israel lobby support in 
his presidential election campaign. Bill Clinton pardoned Al Schwimmer in the year 2000, even though 
Schwimmer never personally applied for a pardon or expressed any contrition for his actions. U.S. 
supporters, led by Hank Greenspun's son, filed on his behalf. Schwimmer felt pardon requests demanded 
he "fill out all sorts of papers asking for forgiveness, telling the Justice Department you're sorry, you did 
wrong, and you regret it, and you won't do it again. I didn't feel that way, and I still don't. I didn't feel I 
had done anything wrong, so I never applied."[19] 


Charles Winters, the only network member to serve a meaningful prison sentence, was posthumously 
pardoned in December of 2008 by President George W. Bush after intense lobbying by Steven Spielberg 
and other prominent American Jews eager to repair the historical record. 


The massive theft and smuggling campaign in the U.S. that was absolutely vital in the creation of Israel 
preceded more legitimate trade—but the general disregard for inconvenient U.S. laws exhibited by the 
people who became Israel's new leaders and their U.S. supporters continues to this day. The U.S.'s 
inexhaustible economic benevolence is increasingly attributed to the growth in power of Israel's lobby. 
The values system of Israel's lobby—that almost any crime committed in the name of Israel is acceptable 
and must be defended—challenges American principles of blind justice. 


American support for Israel was sorely tested by illicit nuclear weapons technology, despite Israel's 
diplomatic immunity. The tendrils of criminality and scandal later enveloped the Reagan administration as 
Al Schwimmer again surfaced in the midst of the Iran-Contra scandal. Espionage and covert action were 
also an integral but secret factor during negotiations for preferential access to the U.S. market for Israeli 
exporters. The plea for crimes committed in the name of Israel to be immune from U.S. law enforcement 
continued, as the ethos of the righteous smuggler spread into all areas of the U.S.-Israel relationship. 


Conclusion 


Israel was not the first or last destination for smuggled U.S. arms. U.S. gunrunning over the border into 


Mexico at the turn of the century fueled rebel and bandit activity, and continues to generate clashes 
between drug cartels and state authorities today. But the massive quantities of modern military weapons 
brought to Israel, the lobby's coordinated fundraising, and the ability of elite American members of the 
network to preempt law enforcement are unprecedented in American history. 


The network's financial and intellectual leadership directed an independent and successful foreign policy 
undeterred by laws such as the Logan Act and arms export controls. The network short-circuited advice 
and consent governance by creating "facts on the ground" that became politically convenient for U.S. 
politicians to applaud and reward, rather than questioning how they were accomplished. The implicit 
threat made to the director of the FBI that "prominent people and some important organizations could be 
hurt" if it investigated would today be known as a "systemic risk"[20] threat. Robert Nathan was able to 
convince the FB I director that the Sonneborn network was too "interconnected" for the criminal justice 
system to successfully prosecute any high-ranking individual or major component. The threat was 
credible and would later be deployed when the Israel lobby successfully quashed regulation efforts under 
the Foreign Agents Registration Act, campaign finance laws, and even the Espionage Act. 


The "ends justify the means" operations of the Sonneborn network and its willingness to break the law 
transferred the costs of dangerous foreign policies to unsuspecting taxpayers as the Israel lobby 
magnified its influence and power in America. 


"Sometime in the late 1950s, that world-class gossip and occasional historian, John F. Kennedy, told me 
how, in 1948, Harry S. Truman had been pretty much abandoned by everyone when he came to run for 
president. Then an American Zionist brought him two million dollars in cash, in a suitcase, aboard his 
whistle-stop campaign train. 'That's why our recognition of Israel was rushed through so fast.' As neither 
Jack nor I was an antisemite (unlike his father and my grandfather) we took this to be just another funny 
story about Truman and the serene corruption of American politics." Gore Vidal, author and 
intellectual[21] 


The Israel Lobby 


The Israel lobby's rise to power involves enormously important but generally unknown encounters with 
U.S. law enforcement. Israel's economic and military needs have long been acutely felt in Washington, DC 
thanks to a lobby that coordinates with (and preceded) the Israeli government. The current tip of Israel's 
lobbying spear, the American Israel Public Affairs Committee (AIPAC), traces its ancestry to groups 
instrumental in Israel's creation. AIPAC's founder left the Israeli Ministry of Foreign Affairs payroll to 
launch the organization. 


Before WWII and the horrors of the Holocaust, the strength of the Zionist lobby in America peaked and 
waned. On August 30, 1914, 150 leaders committed to realizing the vision of the new country codified in 
Theodor Herzl's[22] book The Jewish State met in New York City. Louis D. Brandeis became president of 
the Provisional Executive Committee for General Zionist Affairs and drove group membership from 
12,000 to 176,000 by 1919. But the lack of any binding urgency led to the movement's stagnation. 


The Jewish Agency, a corporation envisaged by Theodor Herzl to be charged with land acquisition and 
transfer of Jews to Palestine, came into existence in Switzerland in 1929. As Arab-Jewish armed conflict 
over land and control of Palestine accelerated in the 1930s, the Jewish Agency established an American 
section in New York. The American Zionist Emergency Council coordinated closely with the Jewish 
Agency's American Section between 1943 and 1949 as a "fire brigade" pressure group bent on securing 
U.S. government support for the creation of a Jewish state in Palestine. The group claimed a collective 
membership of 171,000 by 1940. 


Fundraising organizations such as the United Jewish Appeal financed aid and fraternal activities through 
tax-exempt U.S. donations. Harry S Truman—intensively lobbied as a senator, vice president, and later 
president after the death of Roosevelt—recognized the State of Israel within minutes after it declared 
independence in 1948. He was duly repaid with huge cash donations during his "whistle-stop" cross- 
country election campaign. This financing, organized by the legendary Abraham Feinberg, saved his 
presidential election bid from certain ruin. 


Isaiah L. Kenen, a public relations operator for the Jewish Agency at the United Nations until statehood 
who was later employed by the Israeli Ministry of Foreign Affairs until 1951, worked tirelessly to 
institutionalize U.S. arms sales and aid to Israel on Capitol Hill. The AZEC morphed into the American 
Zionist Council (AZC)—a lobbying umbrella group composed of powerful Zionist organizations such as 
Hadassah, the Zionist Organization of America, and others. 


The AZC, despite claiming high numeric support based on the membership rolls of its constituent 
American nonprofit corporations, encountered chronic financial problems. The Eisenhower administration 
investigated the AZC, which was established as a charity, for prohibited use of tax-exempt funds to lobby 
Congress. Kenen noted the AZC's narrow escape and favorable ruling: "A government agency had ruled 
that only an insubstantial portion of AZC funds had been used for lobbying."[23] By the early 1960s, in 
coordination with the Israeli gov ernment, the AZC overcame its funding crisis by secretly tapping the 
Jewish Agency's own funding—raised tax-exempt in the U.S. and internationally by Jewish charities—and 
laundering it back into the U.S. for seed money, lobbying, public relations, and community organizing. 


The Senate Foreign Relations Committee investigated the activities of a wide range of U.S. agents of 
foreign principals in 1962-1963. It found that the equivalent of $35 million had been surreptitiously 
laundered from the Jewish Agency through U.S. "conduits," including $38,000 sent to Kenen via orders 
from the Jewish Agency in Jerusalem.[24] After thousands of pages of damning testimony and evidence 
w as entered into the Senate record documenting the funding flows, the Jewish Agency's legal counsel 
boldly told Senator J.W. Fulbright that the 1938 Foreign Agents Registration Act, which required timely 
public disclosure of foreign lobbying activity, simply didn't apply to Israel. 


Senator Fulbright: Mr. Boukstein, you haven't enlightened me as to how we may deal with this matter because you 
only confirmed my view that under the existing law and practices, at least, as they are illustrated here, it completely 
thwarts the purpose of the Foreign Agents Registration Act, because we are not given any information—neither the 
public or government—as to the nature of these activities and the nature of these projects for which this registrant 
here is supplied the money. 


Mr. Boukstein: Mr. Chairman, if you would go back to the time when the Foreign Agents Act was made law, in 1938, I 
think the purpose was altogether different. The language, of course, comprehends everybody; but the purpose at the 
time was to bring out, into the open, subversive, at that time particularly Nazi activities, and I hope that the law in 
this respect served its purpose. 


But to the extent that it is still law and to the extent that it is to be applied to other purpose, I certainly agree with you 
that it needs considerable modification and change.[25] 


In 1962, the U.S. Department of Justice, under the leadership of Attorney General Robert F. Kennedy, 
ordered the AZC, as a recipient of Jewish Agency funds and direction, to openly register as Israel's 
foreign agent. The 1938 Foreign Agents Registration Act had been enacted to protect Congress from 
foreign lobbying by requiring all lobbyists for foreign principals to declare their activities to a special DOJ 
office open to review by the news media and concerned parties. In August of 1963, FBI Director J. Edgar 
Hoover offered the Justice Department his assistance: "In view of recent public hearings, it is requested 
that you advise whether any investigation is desired..."[26] The DOJ considered having the FBI raid the 
American Zion ist Council headquarters as a series of meetings between FARA section leadership and the 
AZC escalated.[27] 


The AZC contracted Simo n Rifkind, a close confidant of JFK over labor disputes, as its head legal counsel. 
According to internal DOJ meeting notes from October 17, 1963, Rifkind made a "plea for no registration, 
stating that it was the opinion of most of the persons affiliated with the [American Zionist] Council that 
such registration would be so publicized...that it would eventually destroy the Zionist movement."[28] At 
the time of the secret battle to register the AZC, the Kennedy admini stration was also battling to reverse 
Israel's Dimona nuclear weapons development program through U.S. inspections. 


After John F. Kennedy was assassinated in November of 1963, the DOJ lost the political cover necessary to 
proceed. Before he assumed new responsibilities as attorney general in the Johnson administration, 
Nicholas Katzenbach brokered a preferential deal. The AZC was permitted to file a nonstandard FARA 
declaration for a "representative" period of its own choosing. The U.S. Department of Justice also 
accepted the AZC's request that the most important portion of its FARA declaration (individuals receiving 
Jewish Agency funding, amounts, and purpose) be secretly filed apart from the public registration. 
Acquiescing to the AZC was necessary, in the frank assessment of the Justice Department's FARA chief 
Nathan Lenvin, since the only alternative to backing down was "to institute prosecutive proceedings, 
which would be impractical..."[29] 


The FARA section lost more momentum shortly after Robert F. Kennedy was assassinated on June 6, 
1968. Lenvin, who had pursued Isaiah Kenen to register as a foreign agent since 1951,[30] died in his 
hotel room at the age of 58 while on a DOJ recruiting drive in Chicago a few months later.[31] The AZC 
passed the mantle of Israel lobbying leadership to the American Is rael Public Affairs Committee, or 
AIPAC, which also refused to register as a foreign agent.[32] The DOJ kept the AZC's FARA filing—which 
revealed payments to scholars, me dia outlets such as the New York Times, and other recipients and 
administrative records—secret until 2008. 


After the AZC battle, FARA enforcement slowly waned at the Justice Department. Lobbying firms with 
foreign clients challenged FARA oversight, claiming "attorney-client privilege" covered documents 
pertaining to lobbying activities conducted on behalf of foreign clients.[33] 


The Jewish Agency's American Se ction also underwent a shell corporation reorganization. On June 9, 
1970, the anti-Zionist American Council for Judaism leader Rabbi Elmer Berger and George Washington 
University legal scholar William T. Mallison forced the DOJ FARA section to request and file the Jewish 
Agency's covenant agreement with the Israeli government. This 1953 agreement revealed the Jewish 
Agency as a quasi-arm of the Israeli government, able to review legislation before it went to the Knesset 
in addition to receiving government funding. The Jewish Agency's American Section abruptly shut down 
and reemerged on paper as the American Section of the World Zionist Organization, operating in the 
same building with the same staff and activities.[34] It would later join the executive committee of 
AIPAC. [35] 


Under the leadership of Isaiah L. Kenen, AIPAC grew in power and influence. Fundraising in the 
aftermath of the 1967 Six-Day War ballooned as Kenen's public relations campaigns spread the theme of 
"Israel in danger" across constituent groups and yielded unprecedented amounts of direct non-tax- 
deductible donations from American Jews concerned about the fate of Israel. By the early 1980s, in tight 
coordination with the Israeli government, larger numbers of U.S. donors, and regional political bosses, 
Congress passed laws that positioned AIPAC to push through not just foreign aid and military sales, but 
an unprecedented trade deal. Changes in U.S. campaign finance laws touched off a surge in activity 
among Israel lobby Political Action Committees (PACs) that ruthlessly, and sometimes lawlessly, bullied 
Congress with fervor and intense dedication. 


U.S. efforts to regulate the financing of political campaigns in the 1970s delivered a powerful tool into the 
hands of the Israel lobby. In 1972, the Federal Election Campaign Act (FECA) required candidates to 
disclose sources of campaign contributions and campaign expenditures for the first time. Large 
unreported cash contributions, which were the specialty of Abraham Feinberg and other lobby 
organization donors, had long undermined public confidence in the legitimacy of U.S. elections. But 
rather than quell the quiet role of campaign cash channeled by the Israel lobby, FECA accelerated it. 


FECA, as amended in 1974, attempted to limit the influence of wealthy individuals by capping their 
donations to candidates at $1,000 and the donations of Political Action Committees (PACs) at $5,000. 
Individuals were prohibited from spending more than $25,000 on all candidates in each election cycle. 
The Federal Election Commission (FEC) was founded in 1975 to regulate campaign finance and enforce 
limits. In 1976, only a single PAC was openly chartered to support candidates favorable to Israel; it 
gathered $99,150 in contributions. By 1980, there were 10 single-issue PACs specifically designed to give 
contributions to candidates who supported Israel. They gathered $657,668 and dispersed $414,000 to 
107 congressional candidates.[36] 


Across the United States, Israe 1 PACs soon became absolute enforcers of Israeli government prerogatives 
by monitoring AIPAC-published scorecards on candidate votes. After executive director Morris Amitay 
resigned from AIPAC in 1980, he formed one of the largest Israel PACs in existence. By 1982, 40 Israel 
PACs had gathered $3,900,818 and contributed $2,027,200 to candidates who supported foreign aid 
grants and arms to Israel. The stealth PAC's capacity to secretly pool resources and tip critical elections 
became an object of fear as brute financial force and AIPAC support in ground campaigns unseated 
legislators who did not toe the AIPAC line.[37] 


Stealth Israel Political Action Committees 1976-1988 [38] 
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Israel PACs gained their dominance not through sheer financial muscle, but through illicit stealth 
coordination. Though most American PACs were openly associated with a particular company, industry, 
union, or trade association, the Israel stealth PACs strove for public anonymity. Those with names that 
were too easily identified as single-issue Israel PACs changed them in the early 1980s. "Texans for a 
Sound Middle East Policy" changed its name to "TxPAC." By 1984, 81 stealth Israel PACs were active, 
gathering $6,954,438 and spending $3,772,994 to support AIPAC initiatives. An outside audit of this 
constellation of ostensibly independent PACs found that it was suspiciously well coordinated: in 
aggregate, it spent up to $300,000 per candidate in tight races. The results and reputation of the PACs 
gave AIPAC unprecedented lobbying power. 


In 1986, AIPAC passed the U.S.-Israel Free Trade Area and was also able to boost U.S. aid to Israel to $3 
billion annually while simultaneously heading off the Reagan administration's planned weapons sales to 
Jordan and Saudi Arabia. But AIPAC left an inconvenient paper trail that scandalously exploded into the 
press in 1988 and verified long held suspicions of illegality. AIPAC was not only establishing, but actually 
coordinating stealth PACS, in violation of U.S. campaign finance laws. 


The New York Times explored AIPAC's many connections to Israel stealth PACs and the ties between its 


senior and former senior officials and political candidate election "hit lists" quietly circulated to voters 32) 
AIPAC's public assertions that it wa s not coordinating strategy or funds to political candidates were again 
demolished in 1988, when the Washington Post published internal AIPAC memos revealing that it was 
highly active in identifying which candidates to support, drafting appeal letters, and directly coordinating 
PAC disbursements to favored candidates. Internal AIPAC documents made available to the Washington 
Post revealed that the group's top political operative Elizabeth Schrayer was directing stealth PAC 
candidate contributions in the 1986 Senate races. 


A memo from Elizabeth A. Schrayer, then AIPAC's deputy political director, five weeks before that election urged an 
assistant to call several pro-Israel PACs and "try" to get $500 to $1,000 donations for five specific Senate candidates. 


In the Sept. 30, 1986 memo, Schrayer listed nine pro-Israel PACs and noted that some had not contributed to certain 
candidates. For example, the memo said that one of the PACs, called ICEPAC, had given nothing to three candidates in 
whom she was interested. "Try for 1,000 to Bond, Moore, Evans, Daschle, & Reid. Call ASAP" Schrayer wrote, 
referring to Senate candidates Christopher S. (Kit) Bond (R) in Missouri, W. Henson Moore (R) in Louisiana, John V. 


Evans (D) in Idaho, Thomas A. Daschle (D) in South Dakota and Harry Reid (D) in Nevada. 140] 


AIPAC documents also revealed that it was deeply involved in the mechanics of establishing more PACs in 
the mid-1980s. 


Four other documents are 1985 letters from Schrayer to individuals in Massachusetts, California and Hawaii. In them, 
she offers to provide fund-raising ideas and arrange speakers for a new pro-Israel PAC, sends a sample solicitation 
letter and list of pro-Israel PACs to a fund-raiser for Evans, and volunteers to answer questions about starting a PAC. 


...In addition to the Schrayer memo and letters, a "how to" booklet on setting up a pro-Israel PAC, dated February 
1985, was available in Schrayer's office, according to a former AIPAC employee.[41] 


The lengthy bombshell Washington Post story was unequivocal. Based upon its examination of the AIPAC 
documents and applicable statutes, the Post bluntly declared that U.S. election laws appeared to have 
been broken. 


Federal law permits membership organizations such as AIPAC to communicate on a partisan basis with its members. 
The law also stipulates that political committees that establish, maintain, finance or control other committees are 
"affiliated" and thus subject to the contribution limits for one committee. 


Over the past few years the number of pro-Israel PACs has grown dramatically. During the 1986 election cycle, for 
example, The Wall Street Journal compiled figures that 80 of these PACs donated nearly $7 million to candidates, 
sometimes more than $200,000 to a single candidate. This made them the most generous single-issue givers. A single 
PAC would be limited to giving $10,000 to a candidate in an election cycle.[42] 


The Washington Post made these assessments based on meticulous examination of how the handwritten 
notes on the AIPAC memos matched PAC donations reported to the FEC. The publicity generated by a 
televised 60 Minutes investigative report and letters to newspaper editors turned public attention toward 
the regulatory role of the Federal Election Commission and what efforts it would take. Despite the 
exposés and public protests, the FEC bluntly stated to the press that it would not be taking any action, 
since no complaints had been filed. [43] 


On January 12, 1989, a group of promin ent former U.S. government officials filed a complaint charging 
that the Federal Election Commission failed to require AIPAC to publish details of its income and 
expenditures, a legal requirement for all political action committees and affiliates. Richard Curtiss alleged 
"conspiracy and collusion," as reported by the Associated Press: 


"AIPAC's formidable ability to mobilize congressional support...is based not upon an appeal to the American national 
interest but upon threats by a special interest that has resorted to conspiracy and collusion," said a statement by 
Richard Curtiss, formerly the chief inspector of the U.S. Information Agency and one of the plaintiffs...[44] 


The FEC began to reluctantly investigate the charges, but found AIPAC unwilling to cooperate or release 
documents.[45] Amid minimal press coverage, the FEC delivered a "final" investigatory report on Friday , 
December 22, 1990. It indicated that the PACs named in the complaint were no longer under 
investigation, but that some of the allegations against AIPAC itself were still being studied.[46] 


The complainants were not satisfied wit h the FEC response. There was no investigatory documentation 
in the FEC's initial release or any findings or proposed enforcement actions against AIPAC. There was 
also no indication of whether or not the investigation had been stymied by AIPAC's outright refusal to 


comply with the FEC's requests for internal financial records.[47] Time passed, and subsequent findings 
by the FEC proved less than adequate to the complainants. The FEC then issued a written finding that 
AIPAC had made "in-kind donations" that "likely crossed the $1,000 threshold"—the highest amount an 
individual or organization could then donate to a candidate seeking office in a single election. AIPAC 
therefore functioned as a "political committee" from the FEC perspective. In spite of the violation, the 
FEC ruled that it would not require AIPAC to register as a political action committee or disclose its donors 
and recipients, because organizing these types of campaign contributions was not "the major purpose of 
ATIPAC."[48] 


Unsatisfied and angered, the original sev en complainants filed a lawsuit in the Washington, DC Federal 
District Court against the FEC. They then went on to file a third appeal alleging that the FEC acted in bad 
faith by dismissing the January 1989 complaint against AIPAC, and that this faulty interpretation of the 
rules was not cause for exempting AIPAC from disclosing all details of its donors, donations, and 
expenditures. 


The battle raged into 1995. In March, the DC Circuit Court of Appeals found two to one against the 
complainants. They then sought a hearing before the entire appeals court, and on May 8, 1996 eight 
justices ruled for the complainants and against the FEC with two dissenting. The ruling identified a 
dangerous "slippery slope." Exempting a large and powerful organization like AIPAC from rules governing 
political activities on the grounds that they weren't the organization's "major purpose" would facilitate 
abuse, as other corporations began to conduct large-scale political activities and candidate efforts with 
none of the required FEC oversight and compliance measures. 


In 1998, AIPAC appealed the Court of Appeals decision to the Supreme Court. On June 1, 1998, the 
Supreme Court decided that, in spite of AIPAC challenges, the complainants did have "standing" to 
demand a resolution in court. However, the Supreme Court refused to rule on the substance of the issue. 


[49] 


The U.S. Supreme Court sent the case back down to the original U.S. District Court. The surviving 
complainants (one has since passed away) continue to insist that whether or not AIPAC is a membership 
organization, as it claims, or has other functions (which the FEC verified), it is also a political committee 
required to disclose detailed donor and expenditure information to the public. Yet by mid-2009, none of 
the core issues of the case had been resolved. Presiding Judge Richard J. Leon held a status hearing and 
ordered a "fast track" schedule of cross briefs that could allow the court to make a final ruling by 2010. 
Plaintiffs have filed a draft motion for Judge Leon that would force AIPAC to disclose donors, funds, and 
activities influencing U.S. political campaigns (see appendix). 


But delaying the premier campaign finance case against the largest foreign interest lobby in the U.S. for 
two decades had already produced a clear victor. Stealth PACs and donation coordination maintained 


Israel's status as the top recipient of U.S. foreign aid and other taxpayer-funded aid. Israel has received 
$104 billion from Congress since 1948. 


U.S. Aid to Israel ($USD Million) [50] 


Year Total Military Economic Immigrant | ASHA[51]] All Other 
Grant Grant 


1949-19 96 68030.9 29014.9 23122.4 121.4 14903.3 
1997 3132.1 1800 1200 80 2.1 50 
1998 3080 1800 1200 80 ? 2 
1999 3010 1860 1080 70 ? ? 
2000 4131.85 3120 949.1 60 2.75 ? 
2001 2876.05 1975.6 838.2 60 2.25 ? 
2002 2850.65 2040 720 60 2.65 28 
2003 3745.15 3086.4 596.1 59.6 3.05 id 
2004 2687.25 2147.3 477.2 49.7 3.15 9.9 
2005 2612.15 2202.2 357 50 2.95 ? 
2006 2534.53 2257 237 40 ? 0.53 
2007 2500.24 2340 120 40 ? 0.24 
2008 2423.8 2380.6 0 39.7 3 0.5 
Total 103614.67 56024 30897 1557.9 143.3 14992.47 


This statistic does not represent the total cost of Israel to the United States. According to the late Dr. 
Thomas Stauffer, who wrote and taught about the economics of energy and the Middle East both at 
Harvard University and Georgetown University's School of Foreign Service, the real cost is higher. 
Stauffer's opportunity-cost-based calculations capture "an estimate of the total cost to the U.S. alone of 
instability and conflict in the region—which emanates from the core Israeli-Palestinian conflict." This 
analysis was first presented at an October 2002 conference sponsored by the U.S. Army College and the 
University of Maine. "Total identifiable costs come to almost $3 trillion...About 60 percent, well over half 
of those costs—about $1.7 trillion—arose from the U.S. defense of Israel, where most of that amount has 


been incurred since 1973." Yet again, even this figure excludes the vast and generally unexplored loss the 
U.S. has been slowly accruing since the 1940s due to economic espionage, including losses from a 
severely compromised trade deal, perpetrated by Israel and its U.S. lobby. 


Even if Judge Leon rules that AIPAC is a kind of "super PAC" subject to campaign laws, it may not have 
any material impact. In 2009, the Supreme Court made a sudden (and unusual) move to re-hear a case 
over whether corporations have a protected free speech right to directly engage in campaign-related 
activities. The case could render moot the two-decade-old drive to regulate AIPAC by rescinding the 1972 
Federal Election Campaign Act (FECA) restrictions on corporate activities in political campaigns. 


In retrospect, AIPAC continues to operate much like its parent organization, the AZC. It coordinates 
closely with the Israeli government to lobby on matters of critical importance, such as preferential trade 
matters. According to AIPAC's bylaws,[52] the remaining Zionist organizations that were once under the 
AZC's umbrella group are all incorpor ated into AIPAC's executive committee through standing corporate 
invitations and preferential membership status. Over 50 established and newer organizations such as 
American Friends of Likud and Friends of the Israel Defense Forces are also now included (see appendix). 


[53] 


AIPAC's bylaws are, at their core, denials of acti vities in which the Israel lobby routinely engaged, such 
as "[AIPAC] shall receive neither funding nor direction from the State of Israel...AIPAC is not a political 
action committee ("PAC")...it does not solicit funds for or contribute funds to political candidates or to 
political parties."[54] Though most of these assertions are easily debunked by history, AIPAC is uniquely 
isolated from regula tion and oversight. 


Conclusion 


Operating on the principle that it is exempt from the Foreign Agent Registration Act and 1972 Federal 
Election Campaign Act has paid off handsomely for AIPAC. The assumption that U.S. laws should 
accommodate the lobby's activities, rather than the reverse, was most eloquently expressed by the Jewish 
Agency's Maurice Boukstein during his testimony before Senator J.W. Fulbright. Foreign agent 
registration was fine for disclosing the activities of Soviet-backed communists or German spokesmen for 
the Reich, he stated, but it did not, in his view, apply to Israel lobbying closely coordinated with 
Jerusalem. The AZC was explicit that Zionism was being existentially challenged by Kennedy 
administration policies. In the end, it was the Kennedy administration that was brought down, by a series 
of assassinations. This crisis allowed the AZC to regroup while a more favorable administration took 
power. 


The Israel lobby's continuous challenges to governance, though largely invisible to the American public, 
have slowly eroded the rule of law in the United States. Stealth PAC coordination has delivered the U.S. 
Congress into the de facto control of a foreign interest, rendering two decades of legal recourse sought 
by concerned Americans moot. The Israel lobby's successful challenges to the rule of law enabled massive 
and unprecedented wealth transfers from U.S. taxpayers to Israel and an unprecedented power grab in 
Washington. When any key component of the lobby (such as the AZC or the Jewish Agency American 
Section) was seriously challenged by law enforcement, it simply folded, evolved, and reemerged within 
new shell corporations with its values and intent fully intact. 


"Israel is asking for a chance to compete fairly and openly, accepting the responsibilities and risks of two- 
way free market competition." 1984 AIPAC paper—U:.S.-Israel Relations[55] 


Ove rthrows of 1979 and the Kenya Group 


The Haganah relied heavily on Nicaragua's Anastasio Somoza Garcia beginning in 1939. Somoza 
transshipped arms from the United States to Jewish fighters in Palestine, and in 1948, even issued 
Nicaraguan passports for Haganah agents.[56] Somoza's early support for Israel came in exchange for 
kickbacks. His family dynasty's hold on power guarant eed future business dealings as the regime became 
an asset to Israel. Nicaragua's strategic location on the isthmus of Central America had also long 


captivated U.S. interests, much to the dismay of locals, for more than a century. 


Tennessee native William Walker led a band of mercenaries to Nicaragua on a mission to secure U.S. 
business interests in 1855. The Franklin Pierce administration even recognized Walker's sovereignty 
when he declared himself president of Nicaragua in 1856, but he was quickly displaced by competing 
American interests. Walker double-crossed the powerful magnate Cornelius Vanderbilt, who financed and 
dispatched a rebel force to depose Walker. He fled on a U.S. navy warship, but later made three more 
attempts to seize power. The last ended in failure when his Honduran-based invasion was thwarted by the 
British, and Walker was unceremoniously handed over to Honduran authorities for execution. 


U.S. Marines landed in Nicaragua to protect U.S. property and business interests from social turbulence 
in 1894, 1896, 1898, and 1899. Nationalist Jose Santos Zelaya aggravated both the U.S. government and 
Wall Street investors which backed opposition candidates in 1909. When U.S. citizens laying mines in the 
San Juan River were executed by Zelaya's troops, it provided a convenient pretext for U.S. intervention 
and installation of a more compliant government. 


As commodity production increased under U.S. and European foreign investments, the U.S. took over 
Nicaragua's customs collection and the national railroad, and even hand-picked functionaries of the 
government in order to guarantee prompt loan payments. Local resentment soon grew into armed 
opposition. Rebellion was put down by Marines in 1912. Major Smedley Butler reflected frankly in a letter 
to his wife that the victorious government troops and U.S.-supported rulers won "a victory gained by us 
for them at the cost of good American lives, all because Brown Brothers, bankers, have some money 
invested in this heathenish country."[57] 


Butler helped install another U.S.-favored ruler, the only ca ndidate permitted to run in the election, 
under orders from the Taft administration. The Marines stayed in Nicaragua almost constantly until 1933. 
Their very presence became self-justifying, since it provoked many uprisings, which then had to be 
suppressed. Continued social unrest also provided a pretext to create a more effective local military. But 
the newly chartered Guardia Nacional was unable to face down the greatest threat to the cozy system of 
clientelism yet to emerge: Augusto Sandino. 


Augusto Sandino, the son of a well-to-do peasant farmer, returned to Nicaragua in 1926 after a stint 
working abroad for U.S. corporations. He was determined to forever eject the U.S. presence, but his tiny 
military forays were outclassed by U.S. Marine air attacks, and he was forced to adopt hit-and-run 
guerrilla tactics. Sandino's successes against the Guardia Nacional and U.S. Marines prompted a U.S. 
withdrawal in 1933. Sandino became a martyr to his movement when he agreed to lay down arms and 
come to terms. He was assassinated by Guardia Nacional members under the command of U.S.-appointed 
commander Anastasio Somoza Garcia. 


The U.S.-trained Guardia Nacional repressed dissent and social movements as the Somoza regime's 
family, foreign investors, and sundry supporters locked down national production. The Somozas 
personally amassed one of the world's largest family fortunes, estimated at nearly $1 billion.[58] Somoza 
ruled Nicaragua with an iron fist and absolute authority until 1979. But Sandino's move ment lived on 
through the foundation of the National Liberation Front in the 1960s. They enjoyed little success or 
popular support until the Somoza regime sowed the seeds of its own destruction by attempting to profit 
from a devastating natural disaster. 


In 1972, a catastrophic earthquake leveled the capital city of Managua. It left 5,000 dead and a quarter- 
million homeless. The ruling Somoza family members misappropriated foreign and humanitarian aid, and 
little of it ever reached victims of the quake. As popular backlash grew, the Guardia Nacional attempted 
to maintain control over both the city and the press coverage. It bombed sections of Nicaraguan cities 
and murdered ABC correspondent Bill Stewart in front of his own cameraman. After that, the Carter 
administration dropped support for Somoza and his Guardia Nacional, though Israel continued to ship 
arms to Somoza through nocturnal El Al flights and other means after the Carter ban. Israel provided 
$250 million or 98 percent of total supplies during the regime's final months.[59] But it wasn't enough. 
When the Sandinista National Liberation Front took over in 1979, Somoza escaped abroad and Israel lost 
an important arms export market. 


Guardia Nacional officers and the rank and file regrouped in Central American border countries as well 
as South Florida, soliciting support for retaking Nicaragua. They did not have long to wait. Ronald 
Reagan entered the presidency in January of 1981 committed to a Cold War strategy designed to 
challenge and roll back the Soviet Union. The "Reagan Doctrine" required supporting anti-Communist 
insurgents wherever they might be. Reagan saw the Sandinista acquisition of Russian arms, flows of 
Sandinista arms and ideology into El Salvador, and warming Soviet ties as unacceptable developments. 
Six weeks after his inauguration, Reagan approved covert action through a presidential finding—initially 
giving the Contras $19 million. By November 1981, CIA Director William Casey was laying down 
definitive plans for arming and retraining exiles capable of facing the ideologically motivated Sandinistas. 
Israel became a constant shadow of U.S. military efforts in Nicaragua and other key Latin American 
countries, even as it lost other lucrative markets for its military equipment and services. 


As they had in Nicaragua, foreign interventions also played a motivating role in the 1979 Islamic 
Revolution in Iran. In the 1950s, American and British intelligence agencies became concerned when Dr. 
Mohammad Mossadegh was named Prime Minister of Iran. Mossadegh was committed to reestablishing 
democracy and nationalizing the Iranian petroleum industry, effectively removing it from British control. 
Although the U.S. had no direct stake in Iranian oil, Cold War calculations drove it into action. Fearing 
Soviet-backed intrigues toward Iran, the U.S. supported British removal of Mossadegh in a secret 
intervention code named "Operation Ajax."[60] 


Subsequent coup attempts resulted in the install ation of the U.S.-backed Iranian monarch Shah 
Mohammed Reza Pahlavi. The U.S. saw economic and military aid to Iran as means of securing a loyal 
anti-Communist friend that would not challenge Western oil interest in the region while acting as a buffer 
between the Persian Gulf and the U.S.S.R. But the repressive and brutal tactics of the SAVAK—the Shah's 
internal security force, which the CIA helped create in 1957—generated popular opposition and outrage 
similar to Somoza's Guardia Nacional. Savak's unit responsible for torture was trained by Israel in the 
dark arts of repression. [61] Yaakov Nimrodi, a longtime intelligence and military operative and arms 
merchant, was posted to Tehran in 1955 for 13 years. According to Nimrodi, "When one day we shall be 
permitted to talk about all that we have done in Iran, you will be horrified...It is beyond your 
imagination."[62] 


The groundswell to overthrow the Shah started with 1977 strikes and m arches by Shiite followers of 
Ayatollah Khomeini. When President Jimmy Carter grudgingly allowed the fleeing Shah into the U.S. for 
medical treatment in October of 1979, it triggered waves of immense anger across Iran's revolutionary 
movement. The Iranian revolutionary government, cognizant of covert U.S. support for the overthrow of 
Mossadegh, demanded that the U.S. extradite the Shah to stand trial in Tehran. The U.S. refused. 


The resultant storming of the U.S. Embassy in Tehran, during which Iranian students took U.S. diplomats 
and military and intelligence personnel hostage, came to symbolize the impotence of the Carter 
administration. Futile attempts at negotiating their release, along with an abortive military rescue 
attempt, plagued the president until he left office. The dilemma of American hostages was a motivating 
factor in Reagan's later covert dealings with Iran. The 1979 Soviet invasion of Afghanistan and Iraq's 
invasion of Iran in 1980 presented strategic challenges to U.S. policymakers: should they undermine the 
regime in Tehran or attempt a diplomatic opening as a buttress against Soviet expansion? Israel was 
eager to provide input and recover its market. 


In addition to the tumult in Nicaragua and Iran, 1979 was also a year of economic chaos for Israel. 
President Jimmy Carter's intensive hands-on efforts led to the March 26 peace treaty between Egypt and 
Israel. The termination of war led to the withdrawal of Israeli troops from the Sinai Peninsula, and the 
peace treaty mandated the two parties enter into negotiations toward trade and other mutually beneficial 
economic relations. 


Boosting the economy was a prime concern to the Israeli government. Between 1948 and 1972, the Israeli 
gross national product (GNP) had increased 10 percent annually, but it slowed to 2 percent following 
sharp increases in military spending and soaring energy imports. Israel's imports constantly outpaced 
exports, creating chronic current account deficits, and its trade deficit, around 20 percent of GNP in the 
1960s, ballooned to 35 percent in 1973.[63] 


Israeli military spending reached the incredible ratio of 25 percent of GNP between 1970 and 1982. The 
lion's share of import spending was concentrated in military merchandise (17 percent of GNP), though a 
quarter of the cost was paid by U.S. foreign aid. Returning Sinai's oil fields to Egypt created $12 billion in 
losses to the Israeli economy between 1973 and 1982. Government outlays for social welfare programs in 
the 1970s for housing, education, and support to the urban poor came at the worst possible time for the 
economy—after it had already begun to stagnate. 


The Islamic Revolution presented a deep threat to Israeli economic interests—in particular, access to a 
friendly supplier of petroleum—which had been guaranteed under the Shah's police state. Israeli exports 
to Iran had boomed from $33 million in 1973 to $225 million in 1978—7 percent of Israel's total. Leading 
Israeli corporations had profitable business dealings with the Iranian government in supply and 
construction contracts. Close relations, formalized in 1958 through a trilateral liaison established by the 
Israeli Mossad, in cooperation with the Turkish National Security Service (TNSS) and Iran's National 
Organization for Intelligence and Security (SAVAK), enabled ongoing intelligence exchanges and 
semiannual meetings by the chiefs of service.[64] Israel even signed a contract to build nuclear-capable 
missiles—Project Flower—for the Shah. In 1977, Israeli Defense Minist er Shimon Peres signed a secret 
agreement for advanced development of an Israeli missile design that had been underway since the 
1950s. This "turn-key" package included a special airport, a missile assembly plant, and a long-range test 
site in exchange for $1 billion in Iranian oil deliveries. Israel attempted to interest Iran in Israel's U.S.- 
funded Lavi[65] jet fighter project,[66] but the Iranian Revolution swept away all such aspirations whil e 
devastating the Israel economy. Yaakov Nimrodi claimed he perso nally lost $6 million to the revolution. 
[67] The September 1980 Iraqi invasion of Iran provided an opening to restore Israel's economic role and 
influence in Iran through ar ms sales.[68] 


Lebanon, as refuge to more than 100,000 Palestinian refugees expelled from their lands and homes with 
the creation of Israel in 1948, presented another challenge. The Palestine Liberation Organization (PLO) 
grew in power as refugees concentrated in Southern Lebanon expanded to 300,000 by 1975. Ongoing 
border raids and violence between the PLO and Israel began in 1968. In 1978, Israel invaded Lebanon up 
the Litani River and pushed the PLO forces north. The creation of the UN peacekeeping force 
UNIFIL[69] led to a partial Israeli withdrawal. 


After the 1979 peace treaty with Egypt, Isra el's Likud government committed to a more aggressive policy 
against the PLO in Lebanon. On July 10, 1981, violence erupted between South Lebanon and Northern 
Israel. Israeli Air Force attacks on PLO buildings and more powerful tanks and artillery were partially 
neutralized by the PLO's dispersed munitions stockpiles and small mobile guerilla units. The renewal of 
costly conflict and spiraling military outlays meant securing ever higher levels of American aid and 
support for the economy. Palestinian weapons captured by Israel soon found their way to Central America 
via Israel as it maneuvered to broker sales of its own stockpiles of U.S.-provided weapons to Iran. 


This segment of the Iran-Contra scandal at one time threatened to bring down the entire Reagan 
administration. President Reagan was as viscerally committed to ensuring that American hostages held in 
Beirut would not define his presidency as he was to support the Contras as a means for rolling back the 
spread of Soviet expansionism. President Reagan's national security staff engineered covert privately 
financed support for the Contras by tapping contributions from international donors such as Saudi Arabia 
and the arms cache captured by Israel. 


Historian Sean Wilentz places ultimate responsibility for the scandal firmly on the back of President 
Reagan. "They stemmed directly from the administration's pursuit of the so-called Reagan Doctrine in 
Central America and the Middle East, and thus went to the heart of what the president had proclaimed as 
the central mission of his second term—to challenge the Soviet Union's military expansion on all fronts. 
Reagan's determination to sustain that mission led him to proceed covertly and in flagrant violation of the 
expressed will of Congress. Exceeding the secret operations of earlier administrations, a cabal of well- 
placed officials inside the White House, with the help of the president, perverted the constitutional rule of 
law. Their exploits were hair-brained and counterproductive as well as illegal. Once exposed, they led to a 
serious constitutional confrontation."[70] 


But the mechanics of the fumbling U.S. approach to the Iranians, sold on the dubiou s prospect of freeing 
American hostages held in Lebanon without condemning other Americans to kidnapping, was solidified in 
earlier "for profit" Israeli arms deals. Three separate covert actions became one as proceeds from sales to 
Iran were diverted to fund the Contras in Nicaragua in violation of the Boland amendments, even as 
Israel sought favor on Capitol Hill for enhanced access to the U.S. market. Israel's Iran-Contra role 
suffered serious blows due to sheer incompetence and the Reagan administration's discovery of Israeli 
spy Jonathan Pollard in November of 1985. The Iran-Contra and Pollard scandals effectively 
overshadowed a third and equally embarrassing affair—Israeli economic espionage coordinated with 
AIPAC against U.S. industry interests. 


The central role of Israeli economic and military objectives in Iran-Contra and Jonathan Pollard is not well 
documented; Israel refused to cooperate with U.S. investigators looking into the Iran-Contra bank 
accounts and information held by actors such as Yaakov Nimrodi and David Kimche stayed safely offshore 
and out of reach of official inquiries. The Israeli government's refusal to cooperate with FBI investigations 
into Israel's penetration of top U.S. trade secrets has never been reported, since the FBI didn't declassify 
the relevant files until July of 2009. 


Two figures deeply involved in the Sonneborn network—and convicted of violating U.S. arms exports laws 
—in hindsight were exceedingly poor candidates for engineering U.S.-Iran policy. Adolph "Al" Schwimmer, 
the legendary U.S. Army Corps flight engineer whose "Service Airways" funneled purchased, 
reconditioned, and stolen U.S. arms to Haganah forces fighting in Palestine, clearly had the experience, 
but not the right motivations.[71] Schwimmer's lifelong friend Herman "Hank" Greenspun, who stole the 
35 tons of surplus machine guns from under the watch of U.S. Marines in Hawaii, also knew the arms 
business. While Schwimmer left the U.S. for Tel Aviv, Greenspun—formerly a publicist for mobster 
Benjamin "Bugsy" Siegel's Flamingo Casino—became publisher of the Las Vegas Sun newspaper. 


Many historical accounts of selling U.S. arms to Iran began with Israeli proposals involving Saudi arms 
dealer Adnan Khashoggi in the mid-1980s; however, an "end of career" interview with Al Schwimmer by 
the Jewish Daily Forward in 2001 confirms that plans leading to Iran-Contra were already well underway 
in the late 1970s. This is when Al Greenspun introduced Adnan Khashoggi to Al Schwimmer, shortly 
before the 1979 Israel-Egypt peace agreement was penned. Schwimmer told the Forward that "Khashoggi 
was a great gambler, and he spent a lot of time in Nevada...Hank thought it would be a good idea if 
somehow we got him introduced to Israel." Al Schwimmer arranged for Khashoggi to meet his business 
partner Yaakov Nimrodi, the former Israeli military attaché to Tehran and arms dealer, as well as other 
highly influential Israelis. After Nimrodi left Tehran in 1968, his contacts and influence with the Iranian 
government continued to yield profits. Nimrodi was a vital rainmaker for Israeli businessmen in Iran. 
Large military vendors such as Schwimmer's Israel Aircraft Industries paid Nimrodi commissions to open 


doors for business.[72] 


In Schwimmer's own words, "Menachem Begin was the prime minister at the t ime, at Camp David 
negotiating the treaty with Egypt along with [then-cabinet members] Moshe Dayan and Ezer Weizman." 
The Schwimmer group attempted to broker a meeting between a crown prince of Saudi Arabia visiting 
the U.S. for medical treatment and Begin, who was staying in New York after meetings in Washington and 
Maryland. Although the meeting fell through, Begin sent wishes via Schwimmer's group, welcoming the 
Saudi prince to visit and pray at Al-Aqsa mosque in Jerusalem.[73] 


David Kimche,[74] Uri Lubrani, and General Yaakov Nimrodi appeared on the BBC program Panorama 
on February 8, 1982. Kimche made a public case for supplyin g equipment to the Iranian military and 
keeping it strong. The public relations blitz was both timely and self-serving. By then, Israel had already 
begun selling huge quantities of arms to the Khomeini regime. In July of 1981, Israel agreed to sell $135.9 
million worth of ammunition.[75] In 1983, Israel signed another contract worth $21 million. But Israel 
could not provide what Iran needed most—state-of-th e-art surface-to-air missiles, tanks, and anti-tank 
weapons. 


Schwimmer held a secret meeting in May of 1982 at a Kenyan resort owned by Adnan Khashoggi. Yaakov 
Nimrodi, who had handled the ammunition sales to Iran, Foreign Ministry Director General David 
Kimche, and Defense Minister Ariel Sharon all attended. They discussed the possibility of Saudi Arabia 
financing a large stockpile of weapons in Africa, either produced by Israel or captured from Egypt. The 
stockpile, like Reagan's arming of the Guardia Nacional and Contras, would be targeted toward exiled 
Iranian generals interested in staging coup attempts against the Islamic revolutionary regime. Although 
the Mossad later nixed the plan, the germ of the idea—profitable internationally financed Israeli-brokered 
arms sales to counter-revolutionaries in Iran—was now firmly in place. It was later pitched to the Reagan 
administration by various members of the 1982 Kenya group with an irresistible but dubious hook: arms 
sales would be used to free U.S. hostages held in Lebanon.[76] 


Ariel Sharon divulged Israel's $27 million in arms sales to Khomeini during a visit to the United Stat es in 
May of 1982. In September of 1982, the Israeli Defense Forces under the control of Sharon in Beirut 
allowed Lebanese Phalangist militiamen to enter two refugee camps. The subsequent massacre of 328- 
3,500 Palestinian refugees and subsequent public outcry forced Sharon to step down in February of 1983. 
He would later resurface pushing trade pact negotiations with the U.S. as Israel's economic minister. 


Moshe Arens, Israeli ambassador to the U.S., confirmed in October that Israeli military supplies were 
being coordinated with the highest levels of the U.S. government and that they were designed to keep 
open channels to the Iranian military in order to bring down the Khomeini government.[77] In 1983, the 
Israeli Defense Ministry floated an audaciously profitable plan to sell 500 American M-48 tanks to Iran, 
which was promptl y nixed by the United States.[78] Israel then redoubled its efforts to sell U.S. weapons 
from its huge U.S.-taxpayer-funded pre-positioned stockpile in coordination with the Pentagon, which was 
by then eager to end-run around congressional bans on arms to the Contras. 


CIA and Argentine intelligence collaborated to unify the disparate "Contra-revolucion" groups against the 
Sandinista Junta of National Reconstruction. Nicaragua's northern neighbor Honduras served as the base 
for former Guardia Nacional Colonel Enrique Bermudez. After President Reagan issued his "finding"[79] 
authorizing CIA paramilitary operations against the Sandinistas, the Contras received initial direct U.S. 
military and financial support through the Central Intelligence Agency supplemented by the Argentine 
government. Businessman and anti-Sandinista politician Adolfo Calero established a more workable 
Contra joint political directorate in December of 1982. But that same month, the U.S. Congress cast what 
would become an inconvenient series of cascading votes against using U.S. taxpayer funds to "overthrow 
the government of Nicaragua." Reagan signed the legislation into law as part of a defense appropriations 
bill on December 21, 1982—but an extralegal plan for funding the Contras soon began to emerge, with 
Israel at its epicenter. 


Early in 1983, Director of Central Intelligence William Casey asked Secretary of Defense Casper 
Weinberger if the U.S. Department of Defense could obtain some of the abundance of infantry weapons 
that Israel had confiscated from PLO forces in Lebanon. The Kenya group was delighted. Retired U.S. 
Major General Richard Secord and Israel's Major General Menachem Meron entered into negotiations. By 
May of 1983, Israel had provided several hundred tons of weapons on a grant basis to the U.S. 
Department of Defense.[80] This became known at the Pentagon as "Operation Tipped Kettle." 


The illicit arms transaction that began end-running Congress and the surrounding climate of U.S. secrecy 
provided immense leverage over the Reagan administration to Israel. Not only was it being asked to 
secretly provide weapons for NSC-directed operations banned by Congress, it was positioned to shape 
and influence future Iran initiatives to its own advantage. Though Honduras, Taiwan, South Korea, and 
Saudi Arabia were all tapped for financial aid or covert assistance to the Contras, none demanded as 
significant a return as Israel. Negotiations for preferential Israeli access to the massive U.S. import 
market began secretly in 1982 with Pentagon guarantees that are to this day secret. 


Conclusion 


Recapturing markets for Israeli military-related industries after popular backlash sweeps allied dictators 
out of power has been a recurring challenge for Israel and its lobby. Economics was the major driver of 
Israel's attempts to influence U.S. policymaking within the Pentagon, Congress, and the U.S. National 
Security Council in the 1980s. The policies violated congressional mandates and common sense and 
involved actors with extremely questionable motives. Iran-Contra, Jonathan Pollard, and the lesser-known 
Israeli Embassy AIPAC economic espionage incident reveal Israel and its lobby's role as a force 
undermining congressional mandates made in the interest of all Americans, even as it sought 
unprecedented levels of aid and special status. Access to high-level (and non-public) information about 
presidential administration needs, concerns, and objectives has been critical to Israel's involvement and 
shaping of U.S. overseas initiatives. 


"The U.S. Bromine Alliance provided very sensitive cost information to the Commission in response to the 
Commission's requests for confidential business data in connection with its report on a free trade 
agreement with Israel. The Alliance presumes that these data were quoted in the Commission's 
confidential report to the USTR, a copy of which was obtained by representatives of the American-Israel 
Public Affairs Committee..." Max Turnipseed, U.S. Bromine Alliance[81] 


Memoranda to "Free" Trade Agreement 


Israeli Prime Minister Yitzhak Shamir met w ith President Reagan at the White House on November 29, 
1983. Economic support for Israel was at the top of the agenda. Reagan agreed to commence "fast track" 
negotiations toward bilateral tariff-free access between the two markets. This was an unprecedented step 
in the history of U.S. trade. Although the office of the president had sole authority over penning such a 
treaty, the drive was also secretly underwritten by the Pentagon as recognition for Israel's services in the 
covert operation to supply the Contras. As part of the secret Operation Tipped Kettle, the "DoD assured 
Israel that, in exchange for the weapons, the U.S. Government would be as flexible as possible in its 
approach to Israeli military and economic needs, and that it would find a way to compensate Israel for its 
assistance within the restraints of the law and U.S. policy."[82] Israel's PAC-enforced influence in 
Congress meant that AIPAC only had to overcome U.S. worker and industry opposition to forever open the 
U.S. market to Israeli exports. 


Empowered by its preemptive victory in the 1967 Six-Day War and the efforts of its U.S.-based lobby, 
Israel had already quietly insinuated itself into the U.S. military-industrial complex through a series of 
signed memorandums of understanding (MOUs)[83] with the U.S. Department of Defense long before the 
USIFTA was formally negotiated in 1984. On December 22, 1970, the U.S. and Israel signed the Master 
D efense Development Data Exchange Agreement (MDDDEA). This facilitated the free exchange of 
technical data Israel could use to develop military systems for surveillance, electronic warfare, tanks, air- 
to-air and air-to-surface weapons, and other major integrated engineering projects. U.S. Defense 
Secretary Harold Brown and Israeli Defense Minister Ezer Weizmann signed a "Memorandum of 
Agreement" in 1979. In April of 1981, Secretary of State Alexander Haig established the Defense Trade 
Agreement (DTA) and later endorsed a 1983 "strategic cooperation" agreement. 


The DTA was a massive boost to Israel's economy. The Pentagon sought to enhance the competitiveness of 
Israel's defense industry by procuring Department of Defense contracts totaling $200 million a year for 
Israeli-produced equipment, according to a Government Accounting Office (GAO) report. The program 
was justified as a way to strengthen Israel's economy while maintaining its military superiority against 
Soviet-backed regimes in the Middle East. The DTA also expanded cooperation through joint research and 
development projects, equipment evaluation toward potential procurement, and competitive R&D 
allowing Israeli contractors to compete against U.S. vendors for contract awards. The DTA extended the 
1970 MDDDEA with a Scientist and Engineer Exchange Program, and also provided an open-ended list of 
U.S. military items and service contracts that Israeli firms could bid on. 


An interagency Defense Trade Task Force established to implement the DTA quickly discovered that the 
United States could not procure enough Israeli military equipment on a competitive basis to achieve the 
target $200 million goal. In looking for alternative means for enhancing Israeli military industries, the 
Defense Trade Task Force then expanded the number of Pentagon contracts Israeli firms could 
competitively bid on without the application of congressionally mandated "buy-America" restrictions. 


Israel was made eligible to bid on 560 Pentagon contracts under the Brown-Weizmann agreement of 
1979. In 1981, Israeli firms sold between $50 million and $100 million worth of goods to the Pentagon or 
its contractors. The DTA continued despite the suspension of the 1981 MOU, while the total number of 
contracts Israel could bid on was expanded. 


AIPAC led the charge by lobbying Congress and published 10 public relations booklets in its "Papers on 
US-Israel Relations" series in the early 1980s. Half of the series dealt with the US military. "The Strategic 
Value of Israel" (1982), "Israel and the US Air Force" (1983), "Israel and the US Navy" (1983), "Israeli 
Medical Support for the US Armed Forces" (1983), and "US Procurement of Israeli Defense Goods and 
Services" (1984) outlined strategic rationales for not just alliance, but full economic integration. The first 
AIPAC booklet argued for allowing Israel the permanent right to bid on U.S. defense contracts in terms 
similar to those permitted to NATO[84] allies. AIPAC asserted that such integration would help control 
American defense costs, widen procurement options available to the Pentagon, and "strengthen the 
defense industrial base by linking Israel's defense industry to other parts of the West's military production 
capability." AIPAC also wanted permanent, rather than negotiated, direct Israeli rights to sell military 
equipment to the U.S. Department of Defense. The lobby argued for enhanced integration through the 
licensed production of military hardware by corporations from either the U.S. or Israel, joint development 
projects between private U.S. and Israeli military contractors, and more extensive subcontracting in both 
countries. AIPAC also demanded that the U.S. give Israel contracts to maintain and overhaul U.S. armed 
forces equipment that was being serviced in Europe. 


In 1984, according to the GAO, Israel even sought to have the U.S. government formally mandate that 
"major U.S. military equipment exporters conclude 'buyback' arrangements with Israeli manufacturers 
whereby U.S. suppliers offset or buy-back goods and services from Israel; encourage Pentagon 
contractors to involve Israeli manufacturers as subcontractors; exercise a liberal policy with regard to 
reciprocal transfer of advanced technologies; and assist in the modernization of Israeli maintenance and 
refurbishing services to U.S. forces stationed overseas."[85] 


Early MOUs were primarily focused on providing immediate economic support or financial opportunities 
for I sraeli vendors, but enabled few meaningful joint U.S.-Israeli military exercises aimed at impressing 
U.S. adversaries. The early Pentagon-managed agreements intertwined Israeli and U.S. industry through 
joint ventures and expanded commercial trade that had no basis in competitive market advantage. These 
somewhat contrived military-industrial interdependence ventures also never had much to do with Cold 
War military calculations. Israel's early leverage through the Pentagon sought a favorable structural 
integration of the two countries' economies whereby the United States became dependent to some degree 
on Israeli-made specialty products. The 1984 AIPAC report "U.S. Procurement of Israeli Defense Goods 
and Services" boasted that "U.S. corporations either own or have substantial interests, either directly or 
through holding companies or subsidiaries, in Tadiran, Elbit Electronics, Motorola Israel, Elisra, El-Op, 
and numerous smaller firms. This includes virtually all Israeli corporations involved in electronic warfare 
development."[86] 


AIPAC touted such forced interdependence as a means for reducing outright U.S. economic assistance, 
though such outlays have never diminished. Most importantly from Israel's perspective, such ties limited 
the ability of changing political winds in Washington to cut or condition aid to Israel, while making the 
broader American business community support Israel lobby initiatives as the easiest choice, or a "no- 
brainer" in business school reasoning. 


U.S. Defense Secretary Caspar Weinberger and Israeli Defense Minister Yitzhak Rabin signed a 
memorandum of agreement in late 1984. Building on the 1979 DTA and 1983 strategic cooperation 
agreement, the pact allowed Israel to sell into the American military hardware procurement market. In a 
precedent-breaking move, the Defense Department waived both customs duties on merchandise sold to 
the U.S. armed services and buy-America requirements that had garnered heavy congressional support by 
producing jobs across congressional districts. 


The five-year MOA extended military exchange programs through cooperation in R&D, data exchange, 
and scientist-engineer exchange programs. The U.S. was also required to purchase $100 million worth of 
Israeli merchandise in 1985 to "offset" Israeli purchases of U.S. military equipment, and U.S. contractors 
were mandated to buy Israeli goods worth 15 percent of Israeli military purchases in the United States. 
The Weinberger-Rabin pact also unfettered Israeli merchandise sales to U.S. military bases in Europe and 
across the Mediterranean. 


The public U.S. military rationale behind the MOUs was confronting the Soviet Union. Tactically, they did 
reduce Syria's influence on Lebanon. Four days after President Reagan and Prime Minister Shamir signed 
the MOU, U.S. and Israeli warplanes attacked Syrian positions in Lebanon. Though the bombing raids 
were only 24 hours apart, the appearance of unity was achieved. 


The U.S. received very little in return for its massive taxpayer-funded concessions that subsidized Israel's 
transformation into a top global arms merchant. The Reagan White House hoped Israel would become 
more responsive to U.S. initiatives in the Arab world, but Israel's U.S. lobby continued to mobilize 
Congress against administration proposals for weapons sales to friendly Arab states while Israel 


entrenched its own occupation of captured West Bank and Gaza territory. Israel would later lobby for 
legislation that vastly reduced U.S. corporate access to the surrounding Arab import market. Israel's 
ability to "burrow" into the U.S. defense establishment, which jump-started its own capacity for building 
advanced weaponry through joint production of sophisticated military systems, also presented 
unprecedented opportunities for espionage. When the moment was right, Israel began independently 
selling ever more sophisticated copycat weapons to markets of its own choosing, with little regard for 
U.S. national security concerns. 


Such heavy investment and development of the Israeli military-industrial complex, with an emphasis on 
securing tightly held foreign intellectual property, reflects David Ben-Gurion's vision of the primacy of 
military force in foreign policy. "Success in the international arms market is as much as matter of foreign 
policy as commercial considerations. That is why the buying and selling of weapons—or, as it came to be 
known, 'Uzi diplomacy'—became early on a major consideration in Israel's overseas relations."[87] 


America's first ever bilateral trade agreement with Israel was an unprecedented gift in the mod ern 
international trading system that began at the postwar July 1944 Bretton Woods conference. Although the 
conference was most noted for establishing the World Bank and International Monetary Fund, the 
foundation for the General Agreement on Tariffs and Trade (GATT) also sprang from Bretton Woods. 


After World War II, the United States dominated the world's economy. After Bretton Woods, U.S. trade 
policy and foreign policy became highly intertwined, and opening the world to American business became 
a strategy for winning the Cold War. Trade policy was advanced as a tool for fighting communism that 
was every bit as important as direct deterrents like ballistic nuclear missiles and conventional military 
forces. This sprang naturally from the American belief in markets, enterprise, and promoting the business 
interests that were rebuilding Europe and Japan. A new drive under the label of "free trade"[88] 
proceeded—even though many trade counterparties such as the "Asian Tigers" (South Korea, Singapore, 
Hong Kong, and Taiwan) successfully engaged in export pro motion while protecting their industries 
behind high import barriers. 


The GATT was originally only a provisional negotiating body intended to give rise to a final global trade 
institution that would stand alongside the World Bank and IMF. Fifty countries participated in 
negotiations that might have led to the formation of this "International Trade Organization" (ITO). 
However, a draft ITO charter revealed ambitions far beyond the technicalities of tariffs and barriers. It 
not only encompassed rules on employment, restrictive business practices, and international investments, 
but also trade in services. The creation of the ITO faltered under serious opposition from Congress and 
U.S. business interests. Provisionally negotiated GATT tariff reductions and periodic "trade rounds" 
regulated world trade from 1948 through the creation of the World Trade Organization (WTO) in 1995. 


The highest GATT membership benefit was "most favored nation" (MFN) status, which allowed every 
member to receive the tariff reductions extended to any other member. Other arrangements emerging 
during the reign of GATT allowed for free trade agreements, common markets, customs unions, and 
economic unions. All were mechanisms for achieving closer regional economic integration. The Kennedy 
Round of GATT during the 1960s launched anti-dumping provisions. The Tokyo Round during the 
seventies tackled non-tariff barriers. The Uruguay Round of 1986-1994 was the GATT's last and most 
comprehensive.[89] It led to the formation of the WTO and an entirely new set of trade rules. 


There were few "restraints of the law or U.S. policy" (as expressed in the DOD Operation Tipped Kettle 
guarantees to Israel) to prevent President Ronald Reagan from signing a trade deal with Israel that would 
open up the U.S. market, despite the alarm in American industry and worker associations. Under an FTA, 
Israel could theoretically burrow in and gradually take over high-value-added U.S. import markets where 
it held, or could create, comparative advantages, including locking out competitors. In the 1980s, USIFTA 
had to pass muster on Capitol Hill, since the U.S. Constitution gave Congress exclusive authority to set 
tariffs and enact legislation governing international trade. But the president retained constitutional 
authority to negotiate international agreements, so only organized popular or industrial opposition 
threatened Israeli market access.[90] 


One important prelude to the USIFTA was the U.S.-Israel Binational Industrial Research an d 
Development (BIRD) Foundation. Created by the U.S. and Israeli governments on March 3, 1976, BIRD 
was endowed with $60 million. Though it was publicly positioned as an equal partnership, BIRD's 
endowment was 100 percent U.S.-taxpayer-funded. Fifty percent of the funding derived from an Economic 
Support Fund provided by an act of Congress, and Israel's paid in shares were actually repayments of 
loans already owed to the U.S. government.[91] BIRD's charter was to "generate mutually beneficial 
cooperation between the private sectors of the U.S. and Israeli high tech industries, including start-ups 
a nd established organizations."[92] BIRD provided "matchmaking" services between Israeli and 
American companies, both established organizations and startups. BIRD would provide up to 50 percent 
o f project and product development costs. It took no equity stake, but expected future repayments to 
build the endowment.[93] USIFTA would provide an enormous market for BIRD projects and existing 
Israeli companies. 


Congress and the pres ident had long recognized that negotiations and implementation of trade 


agreements required levels of cooperation only possible with strictly defined roles, rules, and procedures. 
A closer working relationship on tariff negotiations was first envisioned in the Reciprocal Trade 
Agreements of 1934, but nothing like what was being proposed with Israel had ever been attempted. 
Regulations over product content, health, and consumer safety also factored in alongside numerical tariff 
schedules as primary concerns in trade negotiations. The Ford administration and Congress created the 
"fast track" precisely to address the much broader scope and detailed investigations necessary for 
comprehensive binding treaties. The Trade Act of 1974 enabled "fast track negotiations" in the Tokyo 
Round of the General Agreement on Trade and Tariffs (GATT). Until relatively recently, this gave U.S. 
presidents the authority to negotiate using fast track almost continuously.[94] But by the time of USIFTA 
negotiations, the Israel lobby had already used its power in Congress to pass legislation restricting U.S. 
trad e promoting the Jackson-Vanik amendment, named after co-sponsors Charles Vanik and Henry 
"Scoop" Jackson. The amendment denied most favored nation status to countries restricting emigration to 
Israel and targeted the Soviet Union. Israel's foreign policy favored population growth through expedited 
emigration of Soviet Jews; Jackson-Vanik was an easy Cold War victory for the lobby which also worked to 
oppose Arab restrictions on imports from U.S. corporations doing business in Israel. Fifteen hundred U.S. 
firms, including Ford and Xerox, were placed on Arab country blacklists for trading with Israel. 
Legislation prohibiting U.S. companies from complying with the boycott passed in 1977. With the end of 
the Cold War and collapse of the Soviet Union, such legislation gradually came be seen as interventions in 
trade policy that had little to do with U.S. national security or long-term economic interests.[95] 


Under fast track, congressional consideration of trad e agreements is both expedited and limited. 
Congress can only vote an agreement up or down, and cannot reopen or change any section of its 
numerous provisions. Fast track requires the administration to consult and coordinate with Congress 
throughout the process to avoid any "deal breakers" or unacceptable provisions. The president must also 
specify how the administration will use its regulatory authority across different agencies to implement the 
agreement. 


Private sector advisory committees are invited to give their views to both Congress and the president 
about whether a proposed agreement meets U.S. negotiating objectives. All bilateral agreements require 
that Congress be given advance notice of the president's intent to begin negotiations, at which time they 
have 60 days to vote to deny fast track.[96] Israel tentatively sought such a free trade zone with the 
United States in the late 1970s,[97] but didn't have enough o verall leverage to compel the U.S. The mid- 
1980s were an entirely different era in Israel lobby power and U.S.-Israel political relatio ns. 


On January 31, 1984, the ambassador of the U.S. Trade Representative (USTR)—the agency responsible 
for developing and recommending trade policy to the president and coordinating trade policy within 
interagency committees—swept into action on President Reagan's authority. He issued an order to the 
United States International Trade Commission (ITC), a quasi-judicial federal agency charged with 
measuring the impact of imports on U.S. industries and directing enforcement actions against dumping, 
patent, trademark, and copyright infringement, to begin industry consultations and development of a 
comprehensive written analysis to be used in fast track negotiations with Israel. 


Industry participants had no way of knowing about the Operation Tipped Kettle guarantees already given 
to Israel. Most understood the power of AIPAC, but not the lengths to which it was willing to go in order 
to achieve preferential market access. Their only clues were the hints of espionage targeting their trade 
secrets—exposed by the Washington Post, protested by industry, investigated by the FBI, and ultimately 
swept under the rug by the Department of Justice. Reviewing the formerly classified details of how Israel 
managed to achieve the USIFTA in the midst of two other major scandals reveals that the values and 
ethics governing pre-state weapons acquisitions by the Sonneborn network in the U.S. were still in place. 


Negotiations entered their advice and consent phase in 1984. The strictly regulated and choreographed 
fast track processes formally commenced on January 1, when USTR ambassador William E. Brock 
formally requested that the U.S. International Trade Commission perform a detailed investigation into the 
effects of a free trade area with Israel on U.S. industries.[98] [99] American industry and the public were 
notified on February 15, 1984 via a Federal Register notice soliciti ng industry input for a written report 
to be completed by M ay 30, 1984.[100] The notice also announced that public hearings in Washington, 
DC were scheduled for April 10-11, 1984, with the deadline for requests for appearances and testimony 
before the ITC set no later than noon, April 3, 1984. 


Businesses were told to submit their most closely held (and potentially damaging) information in 
confidence to the ITC: "In lieu of or in addition to appearances at the public hearing, interested persons 
are invited to submit written statements concerning the investigation...by the close of business on April 3, 
1984." The International Trade Commission underscored its commitment to properly handling industry 
trade secrets by stating that "commercial or financial information which a submitter desires the 
Commission to treat as confidential must be submitted on separate sheets of paper, each clearly marked 
‘Confidential Business Information' at the top."[101] But the ITC and USTR's ability to keep such secrets 
from a country eager to build its own economy was about to be severely tested by operatives working out 
of the I sraeli embassy in Washington, DC and AIPAC's own public relations and lobbying team members. 


The formality and tight structure of the ITC investigation masked the reality of three tracks in the USIFTA 
process: one in the National Security Council armed with guarantees from the president to top-level 
Israeli insiders in exchange for Iran-Contra assistance, another for U.S. commercial and public interests, 
and a third for AIPAC with its links to foreign diplomats and—allegedly—Israeli intelligence. 


The public record reveals advice and consent leading to a bona fide USTR negotiation and treaty passed 
unanimously by Congress. The secret history reveals the interplay of Israel facilitating clandestine 
support for the Contras and arms for hostages in collusion with the office of the president. The USIFTA is 
revealed as a prize that Israel determined it simply could not be denied by any public protest or advice 
and consent. But AIPAC's covert activities, investigated by the FBI under suspicion of espionage and theft 
of government property, could never be publicly known until they were declassified in April of 2009 and 
released on July 31, 2009.[102] 


On the national security track, Operation Tipped Kettle II was launched in February of 1984. Israel had 
already secretly provided several hundred tons of weapons to the DOD for the Contras in May of 1983, 
according to declassified summaries of the operation used in judicial proceedings: "In February, 1984 the 
CIA again asked the DOD if it could obtain additional PLO weapons from Israel at little or no cost for CIA 
operational use. After negotiations between March 1984 and July, 1984, Israel secretly provided 
additional weapons to the DOD in Operation Tipped Kettle II."[103] The DOD's guarantee that it would 
"compensate Israel for its assistance within the restraints of the law and U.S. policy" was now clearly 
operative. 


During the period for public comment, a strong coalition of individual experts, associations, and 
corporations provided highly negative feedback to the ITC. Seventy-six were strongly opposed to the 
proposed USIFTA, while only 17 organizations—mostly small and obscure with few direct economic stakes 
in U.S.-Israel trade—were in favor (see appendix). On April 10, 1984, public testimony was heard.[104] 
The large Arkansas delegation was committed to opposing unlimited amounts of Israeli bromine flowing 
into the U.S. market.[105] 


The delegation from Arkansas, led by then Governor Bill Clinton, was given preferential scheduling for 
the hearing. Clinton a rgued against the undue burden USIFTA would create for his state: "So I would just 
plead with you to consider the enormously concentrated adverse economic impact of including bromine in 
this FTA, because 85 percent of the production is concentrated in two small rural counties..." U.S. Senator 
Dale Bumpers railed against state involvement in Israel's bromine industry: "All of us are concerned 
about the potentially serious consequences that an FTA could have upon the United States bromine 
industry, a small but vital sector of the American economy... The Israeli bromine industry enjoys a series 
of subsidies and other special advantages...To begin with, the Israeli bromine industry is government- 
owned." 


On April 11, the ITC heard public testimony on behalf of the American Israel Commerce and Industry 
Association and AIPAC. Thomas A. Dine, then executive director of AIPAC, testified on the mutual benefits 
of the agreement while lobbying against any special exemptions by economic sector: "Because of Israel's 
small size and limited production capacity relative to the U.S., there is little reason to fear major short 
term negative effects from increased Israeli imports into the U.S....The proposed Free Trade Area is 
therefore a two-way gain—both countries will reap the benefits from the pact..." [106] 


The AIPAC executive also argued for "keeping the proposed FTA as 'clean' as possible and avoid[ing] 
gutting the agreement by car ving out exception after exception."[107] AIPAC's formal testimony for the 
agreement and coordinated lobbying for Israeli Dead Sea bromine suggested access to proprietary 
information. How much proprietary inside inform ation AIPAC had obtained soon became publicly known 
—though its impact was never fully appreciated. 


In April of 1984, Robert McFarlane secretly directed Howard Teicher of the NSC staff to discuss 
additional aid to the Contras with Kenya Group member David Kimche from the Israeli government. They 
proposed that the U.S. government facilitate an Israeli point of contact in Honduras. The Israelis would 
later return in September of 1986 with a proposal for sales of Israeli-built Kfir fighter jets to Honduras, 
bundled with Israeli military advisors to train the Contras. President Nixon had allowed the Israelis to 
license a more powerful General Electric engine for the Kfir. Though Israel gave assurances that it had no 
intention of exporting the plane, it proposed sales to Ecuador in 1976. Al Schwimmer personally traveled 
to Washington to respond to an arms ban on the Kfir imposed by Jimmy Carter, declaring, "It is not that 
we seek to become a merchant of arms; we need military exports for our defense capability." Carter gave 
an extra $285 million in economic aid but did not lift the ban.[108] However, President Reagan later 
allowed the Kfir sales to Ecuador. 


AIPAC ramped up its public relations effort to build support for the USIFTA in an April 30, 1984 
memorandum to members and stakeholders. In a "benefits to the U.S." section, AIPAC pitched USIFTA as 


a way for the U.S. to compete with the European Community's duty-free trade deal with Israel. An AIPAC 
memo forecast expansion of U.S. exports, noting that the U.S. already enjoyed a "six-to-one surplus in 
agricultural products and textiles in its trade with Israel." A section titled "Cause few problems to 
domestic industries" noted that "Israel's ability to increase exports is restricted by its limited amounts of 
land and water and the expensive costs of shipping perishable products long distances."[109] 


On April 4, 1984, 20 copies of an ITC "prehearing report" for the USTR were made and circulated in the 
ITC. Word soon spread that AIPAC was handling the classified material. Early access to this classified 
information was critical in AIPAC's drive to counteract U.S. industry exemptions and effective opposition 
to the USIFTA. This was important because some concerned U.S. companies were already raising major 
red flags about potential intellectual property theft based on their previous trade experiences in Israel. 
On May 2, 1984, Monsanto International voiced concerns that "a local concern has been able to take 
advantage of the procedural shortcomings in the Israeli ‘patent opposition system,' [and] the granting of a 
patent to Monsanto has been blocked." The heavy state involvement in Israel's economy was also raised 
as a concern: "Three fourths of Israel's chemical industry is owned by the government and it receives 
substantial export subsidies....In the decade ahead Israel will become an increasingly active exporter of 
these products and may cause some market discontinuities in the U.S." [110] 


Echoing many other industry expert petitions in the public fast track process, Monsanto questioned the 
overriding wisdom of signin g a bilateral trade agreement with such a small, developing economy: "Our 
government should make the distinction between the advanced developing and developed countries with 
a strong current account position (such as Taiwan, Hong Kong and Japan) and those with severe balance 
of payments problems..." But Monsanto's concerns about intellectual property were sent on May 2 (just 
after the April 3, 1984 comment filing deadline) and were rejected by the ITC.[111] Curiously, the ITC 
committee chair accepted a late filing from Israel's Dead Sea Bromine Company, LTD on May 11, 1984. 
[112] 


A Department of Commerce (DOC) delegation participated in formal U.S.-Israel negotiations the week of 
May 14, 1984 in Jerusalem. A DOC employee who stayed a week after the meetings made a disconcerting 
discovery: on May 21, in a meeting with the Israeli delegation and diplomats from the Washington DC 
embassy, an Israeli announced he had received a cable from Israel's Washington, DC embassy "and then 
proceeded to read from this cable what appeared to be a full summary of the report, including the 
conclusions regarding sensitive products."[113] 


The House Ways and Means Committee reviewed draft USIFTA legislation on May 22, 1984, publicly 
assuring that both the Senate and th e president backed the measure. The Heritage Foundation, a 
conservative think tank, quoting the Israeli Manufacturers Association as a source, calculated that "if the 
U.S. does not negotiate the FTA, it not only will forego potential exports but could lose some of its current 
sales, now valued at between $1.5 billion and $1.8 billion a year. This is because the Israelis are phasing 
in a trade agreement with the European Economic Community (EEC)." Heritage also consoled U.S. 
companies by echoing AIPAC talking points, stating that "because the Israeli share of the American 
market is very small, the complete elimination of tariff barriers would be no threat to American industry." 


[114] 


Troubling reports of leaks of the classified ITC report continued to pour in. On or around May 30, a 
member of the Trade Sub-Commi ttee notified the USTR that "after a conversation with an employee of 
the American Israel Public Affairs Committee (AIPAC) in WDC, this member was left with the impression 
that AIPAC had a copy of the subject report." The unidentified AIPAC member was familiar with the 
report's contents and conclusions.[115] But it was too late to delay the final report. 


On May 30, 1984, Chairman of the ITC Alfred Eckes transmitted the final 300-page rep ort, derived from 
both public and confidential business information. The classified final report, titled Probable Economic 
Effect of Providing Duty Free Treatment for U.S. Imports from Israel, Investigation No. 332-180, was sent 
to the office of President Ronald Reagan, giving the deal a green light but warning of industry 
consequences in a cover letter. "Based on the information gathered in the U.S. International Trade 
Commission's investigation of the proposed free trade area, the Commission does not expect duty-free 
treatment for U.S. imports from Israel to have a significant adverse effect at the aggregate level for any of 
the major sectors examined; however, at the less aggregated commodity level, significant adverse effects 
are likely in seven different product areas as discussed in the report."[116] 


Organizations formally petitioning from the ITC "advice and consent" track in opposition to the 
agreement outnumbered parties in f avor by three to one (see appendix), and thousands of individual 
Americans also submitted signatures on petitions opposing the deal. Only AIPAC, the American Israel 
Chamber of Commerce, and organizations such as a tiny, recently chartered bank operating out of 
Bethesda provided supporting testimony to the ITC. 


USTR ambassador William Brock became aware of the report leak during a June 7 luncheon with the 
Israeli Trade Ministry. Brock heard not only news of the circulation of the report, but analysis of its 


contents, while seated at the table. News that "certain members of Congress could acquire copies of the 
ITC report through AIPAC" filtered into the USTR office on June 12 and 13.[117] A congressional staffer 
advised the USTR that "the Israelis were offering copies of this document to members of Congress 
because the United States Trade Representative was slow in delivering them."[118] On June 15, 1985, 
USTR General Counsel Claude Gingrich called Ester Kurz and demanded to know whether AIPAC 
possessed the classified ITC report. Kurz admitted it di d. [119] Gingrich told her the document was 
classified and demanded that AIPAC return it. [120] Thomas Dine, AIPAC's ex ecutive director, 
immediately contacted the USTR to "claim no knowledge of the report himself and to disassociate himself 
from such activitie s."[121] Dine promised that the material would be returned and they would cooperate 
in every way in any investigation to determine how they received a copy of a classified document. [122] 
On June 19, the USTR referred the matter to the FBI, which began a formal investigation.[123] But 
AIPAC's massive public rel ations campaign to push USIFTA soon eliminated the possibility of any 
meaningful industry exceptions or advice and consent feedback. 


Thomas Dine and Douglas Bloomfield, AIPAC's chief lobbyist, issued a legislative update directed to 
"officers, executive committee, national council and key contacts" on June 30, 1984 (see appendix). The 
update trumpeted AIPAC's success in winning $2.6 billion in foreign aid for 1985, a resolution calling to 
move the U.S. embassy from Tel Aviv to Jerusalem, meetings on a proposal to fund "joint U.S.-Israel 
development projects in the third world," opposition to proposed U.S. sales of Stinger missiles to Saudi 
Arabia, and hearings on the USIFTA. An attached action alert urged supporters to contact their 
representatives "at their district offices" to sponsor the USIFTA. The inside track in the National Security 
Council was also heating up. 


The National Security Council had settled on an audacious plan to continue Contra funding via third- 
country contributions.[124] In June, the Saudi government was successfully lobbied to provide $1 million 
in financial support to the Contras. Attorney General William French Smith studied the National Secur ity 
Council's plans for financing the Contras via Saudi, Israeli, and other third-country support in July. He 
rendered his opinion to the president that U.S.-managed third-country funding—even in the face of 
congressional bans on U.S. support to the Contras—would not be an impeachable offense. 


The growing irrelevance of the advice and consent track soon became evident to unwitting participants 
on August 30, 1984, when the Washington Post reported that the FBI had launched its investigation of the 
American Israel Public Affairs Committee. The Washington Post was frank in its damage assessment that 
the report "contains proprietary data supplied by American industries and other sensitive information for 
the negotiations, which began early this year...Trade officials said the report would give Israel a 
significant advantage in the trade talks because it discloses how far the United States is willing to 
compromise on contested issues. Some of the proprietary information, moreover, could help Israeli 
businesses competing with U.S. companies, officials said."[125] But the USTR also privately worried 
about the impact on the sanctity and "effectiveness of the ITC to solicit data from the U.S. business 
community," according to FBI files released in 2009.[126] 


An AIPAC spokesman publicly acknowledged that AIPAC had obtained a copy of the classified ITC 
document, but brashly stated that "the lo bbying group did nothing illegal" and had "returned" the report. 
[127] It claimed it had returned the classified report to the USTR by "AIPAC messenger."[128] The 
classified FBI incident report noted that AIPAC re turned a "copy of the final report" that "had no 
identifying mark on the outside cover which was clearly stamped confidential." The FBI went on to 
observe that "this indicates that this copy was probably made prior to the May 30 delivery to USTR. USTR 
officials advised the significance of the unauthorized disclosure of the contents of the ITC report is that 
the bargaining position of the United States was compromised."[129] The FBI noted that the copy 
probably came from the ITC, since "all internal copies kept at the United States Trade Representative... 
would have an internal document control number in th e upper right hand corner of the cover page. The 
document identified as having been returned from AIPAC had no such number."[130] 


The Israeli government was by then so intimately intertwined in Iran-Contra activities that it was 
politically well positioned to weather public exposure of its role in covert information gathering in the US 
—for the time being. The Department of Justice Internal Security Section and General Litigation and 
Legal Advice Section, under the permissive Attorney General William French Smith, promptly quashed 
the FBI espionage investigation into AIPAC on August 24, 1984. They determined that "this matter did not 
represent a violation of the espionage statute as it was reported that no national defense information was 
utilized in the preparation of the report." But the DOJ did believe that a violation of the Theft of 
Government Property statute had occurred, and it referred the matter to Assistant United States Attorney 
Charles Harkins "for a prosecutive opinion."[131] The largest Israeli espionage scandal of the decade, 
the Jonathan Pollard affair, had not yet broken. But when it did, it would refocus the DOJ's attention 
toward unearthing an Israeli E mbassy-AIPAC connection. 


In September, Ester Kurz, Martin Indyk, and Steven J. Rosen issued a densely written, highly detailed 46- 
page booklet for AIPAC's public relations series, titled "A U.S.-Israel Free Trade Area: How Both Sides 
Gain," under Peggy Blair's byline. It rebutted U.S. industry concerns about the USIFTA with optimistic job 
creation and opportunity forecasts that, while widely echoed in establishment media in 1984 and 1985, 


proved to be wildly inaccurate.[132] The report listed "Thirteen U.S. Exports that Will Gain," but did not 
mention sensitive industries such as bromine. AIPAC's public relations and lobbying nucleus had little to 
fear about its acquisition of the classified ITC report. On September 19, 1984, DOJ prosecutor Charles 
Harkins "opined that this matter lacked prosecutive merit" and declined to pursue Theft of Government 
Property indictments against AIPAC. 


The U.S. Bromine Alliance was incensed about the leak and demanded action. Unaware of the immense 
gravitational pull of the inside track, it gathered together legal counsel for a high-level confrontation. 
Accompanied by lawyers Will E. Leonard and Edward R. Easton from the law firm of Busby, Rehm, and 
Leonard, P.C., the Bromine Alliance director met with ITC Chairwoman Paula Stern on November 1, 1984. 
They requested a detailed confirmation that confidential Alliance business information had been disclosed 
to AIPAC in the classified report.[133] The Bromine Alliance would not receive an answer until after 
Ronald Reagan was reelected in a November 6, 1984 landslide. 


In October of 19 84, Reagan met with Israeli Prime Minister Shimon Peres to discuss "early 
opportunities" for more U.S. aid to address Israel's ongoing economic crisis. Peres was David Ben- 
Gurion's young protégé in 1947 and became a liaison to the Haganah's underground arms procurement 
and smuggling network in New York in 1950. That early Sonneborn-financed mission had been semi- 
covert because the U.S. abided by the 1950 Tripartite Agreement with Britain and France to regulate 
arms sales to the Middle East. When Peres returned to Israel in 1951, Al Schwimmer lobbied to place him 
in charge of starting up an Israeli aerospace industry, which eventually grew into Israel Aircraft 
Industries. Over the decades, Peres molded and shaped the Israeli military-industrial complex.[134] 
Reagan confirmed delivery of $2.6 billion in aid passed by Congress to help Israel's economic 
development and "divert undue attention to its balance of payments problems." [135] An official involved 
in the meeting verified that the United States had given Peres firm commitments that it would provide as 
much support for Israel's overall economy as it had for the Is raeli military.[136] 


But within the ITC, the aftermath of the AIPAC classified document incident continued to reverberate. 
After considerable internal consultati on about whether the ITC could even publicly respond to industry 
queries about what secret data from the classified report had been obtained by AIPAC, on November 29, 
1984 ITC Chairwoman Paula Stern formally confirmed that all of the Bromine Alliance's most confidential 
business data had been contained in the report. "Specific business confidential numbers extracted from 
the Alliance's letter and shown in the report included: (1) the production cost for bromine, (2) production 
cost, raw material cost, depreciation or manufacturing cost, by-product cost, and shipping cost for the 
compound TBBPA and (3) the length of time that sales of domestic TBBPA could be supplied from 
inventory."[137] Stern confirmed that 15 copies of the confidential information were made and 
circulated, and stated, "You may be assured that we place a high priority on safeguarding sensitive data 
and we are currently preparing detailed internal procedures."[138] For its part, the FBI concluded that 
"this report was likely leaked while being prepared at the International Trade Commission (ITC). A review 
of security procedures at ITC disclosed the f act that there are no security procedures in place that would 
prevent the outright theft or the printing of an 'extra' copy of a report."[139] 


Conclusion 


The Israel lobby's influence over Congress was strong enough to pass laws such as Jackson-Vanik and 
treaties such as USIFTA that undermined U.S. economic interests. USIFTA extended Israel's economic 
integration with the U.S. beyond the renewable agreements concentrated in military-related industries 
that were justified on the basis of U.S. defense interests. 


This permanent transformation in economic relations diminished Israel's accountability for meeting U.S. 
foreign policy expectations and the expectations of the global community concerning Middle East peace. 
U.S. industry and worker advice and consent during USIFTA trade negotiations was strictly cosmetic; not 
even the theft of confidential industry information had any impact on the "fast track" process moving 
through Congress and the executive branch. The U.S. Department of Justice demonstrated that it was 
politically incapable of providing relief to victimized parties despite incontrovertible evidence of AIPAC 
wrongdoing uncovered by the FBI. 


"He [Douglas Bloomfield] stated that Kurz retained the duplicate copy of the report and that the original 
report was returned to the USTR. Bloomfield advised that he did not consider this report to be especially 
important and thought that any controversy regarding the report had ended." FBI report. [140] 


Iran-Contra, AIPAC, and Jonathan Pollard 


When arms dealer Manucher Ghorbanifar approached retired CIA officer Theodo re Shackley in 
Hamburg, Germany in November of 1984 with an incredible proposal, violating the Boland Amendments 
was probably not on his mind. Ghorbanifar, a former officer in the Shah's notorious security service 
(Savak) and later an arms merchant and middleman, was a survivor. Ghorbanifar switched sides and 
became close to the Revolutionary Guard, the Iranian Ministry of Intelligence and National Security and 
to various officials in Tehran following the Islamic Revolution in 1979.[141] Ghorbanifar put himself 
forward as a middleman for Israel (and more specifically, for the Kenya Group) who was able to secure 
the release of American hostages held in Beirut. The U.S. Centr al Intelligence Agency had issued a "burn 
notice" warning all U.S. personnel against working with him. The U.S. State Department had also rebuffed 
his advances. 


New York financier Roy Furmark, a former private-sector client of CIA director William Casey, helped 
Ghorbanifar gain the backing of a major Saudi financier and Kenya Group member Adnan Khashoggi. 
Khashoggi, Furmark's former employer, in turn, urged Ghorbanifar to work through Kenya Group member 
Al Schwimmer, the arms merchant and close advisor to Israeli Prime Minister Shimon Peres. Israel's 
interests in repairing economic ties to Iran and keeping the Iran-Iraq war going in order to maintain rifts 
in the Arab world and divert attention away from itself would ultimately position Israel for a post- 
Khomeini alliance with Iran.[142] Reagan national security advisor Robert McFarlane was persuaded by 
his consultant Michael Ledeen to allow Ledeen to approach Peres, ostensibly to leverage Israeli 
intelligence toward formul ating America's own post-Khomeini policy. As a friend of Ledeen, Peres 
expressed interest, and an unofficial study group composed of Israeli defense officials and Kenya Group 
members Al Schwimmer and Yaakov Nimrodi worked on the proposal. 


Schwimmer and Nimrodi's interests were highly conflicted. They promoted themselves as conduits for a 
larger volume of U.S. weapons sales under the auspices of securing the release of U.S. hostages held in 
Lebanon, but if the hostages were released, U.S. arms sales would likely stop. As sponsors of Ghorbanifar, 
Ledeen and Israeli diplomats in Washington gradually drew McFarlane into what has became known as 
the "arms for hostages" scheme. In early July 1985, Schwimmer and David Kimche, who was posted as a 
senior officer in the Israeli foreign ministry, visited Washington to press the Ghorbanifar proposal on 
Ledeen and McFarlane again.[143] 


Attorney General William French Smith, who gave Reagan the legal opinion that he could circumvent the 
Boland Amendment restrictions by raisin g funds overseas, remained in office until February 25, 1985 and 
presided over the department's decision to stop the AIPAC investigation. In December 1984, a final act of 
Congress absolutely prohibited CIA and DOD funding of the Nicaraguan Contras. Despite ongoing U.S. 
industry concerns over the classified AIPAC document release, on January 7, 1985 the ITC secretary 
formally brought the fast-track U.S.IFTA negotiation process to a close.J144] 


In March, Dan Halpern, the economic minister of the Israeli Embassy in Washington, went on a U.S. 
public relations blitz for USIFTA. "This i s going to help the Israeli economy in the long run." Halpern 
ignored the existing U.S. trade surplus with Israel, stating that "with a rising American trade deficit, it 
was essential for the U.S. to maintain a twenty percent share of the Israeli import market." Reading from 
the new AIPAC-supplied USIFTA booklet, the Israeli stressed the looming threat to U.S. exporters of the 
decade-old Israeli-European Common Market free trade agreement. The New York Times summarized 
that "from the American viewpoint, the most sensitive Israeli exports include cut roses, gold jewelry, 
leather goods, footwear, bromines (a sulfur derivative), olives, citrus juices and dehydrated garlic. Israel 
regards as sensitive American-made refrigerators, radio navigation equipment and aluminum bars." The 
New York Times positioned the deal positively. "For the United States it represents a further refinement of 
the use of trade to help countries that it considers strategically, and politically, important."[145] 


On the other hand, the Providence Journal viewed the deal as an "insurance policy" for Israel. Under the 
international trade General S ystem of Preferences then in place, 90 percent of the merchandise sold by 
Israel to the U.S. was already duty-free, but the deal was a potential life preserver if global trade regimes 
collapsed. "It gains duty-free status for the remaining ten percent, plus confidence that what it now gets 
under the system will not be lost if the system should ever collapse." But the Providence Journal made no 
allusions that USIFTA was anything but aid for Israel: "Over time, Israel's trade balance likely will benefit 
more than America's. Any time such a strong economy makes it easier for such a weak economy to 
penetrate its markets, an element of generosity exists. Thus the free-trade pact can be seen as further 
U.S. aid to Israel."[146] 


In April, Kenya Group member Ariel Sharon, now Israel's Minister of Industry and Commerce, and USTR 
ambassador William Brock signed the USIFT A agreement. President Reagan praised the deal as "an 
important milestone in our efforts to liberalize trade," and pledged to "continue to help Israel achieve its 
great potential."[147] The Israeli Cabinet approved the formal agreement in August of 1985, expecting 
the pact to add an additional $200 million in exports over the next two years. [148] The Senate Finance 
Committee also approved the measure, agreeing to "make clear in a report accompanying the bill that it 
should not be viewed as a precedent for dropping trade barriers wit h Mexico, Canada and other nations." 
[149] The U.S.-Israel Free Trade Agreement went to Congress for an up or down vote, passed 422-0, and 


took effect on September 1, 1985. 


Meanwhile, the Kenya Group pledged to the NSC that they trusted Ghorbanifar when he said that high- 
level Iranians would help free seven American hostages in exchange for a new dialogue with the U.S. 
Kimche told McFarlane that the question of U.S. weapons sales from Israel's stockpile would proceed only 
later, if the U.S. gave a go-ahead. McFarlane briefed President Reagan on the Kimche proposal, including 
arms sales, on July 18, 1985, and received the president's verbal approval to proceed in the presence of 
chief of staff Donald Regan. 


President Reagan was now on the hook. He had expressed to McFarlane during the summer his desire to 
find ways to free the hostages, and had been inquiring into their welfare almost daily. At this moment of 
vulnerability, David Kimche pressed McFarlane for approval of military equipment sales to Iran from 
Israel's stockpiles of advanced U.S. weaponry. On August 6, 1985, McFarlane presented Kimche's 
proposal that Schwimmer and Nimrodi be allowed to sell the Iranians antitank missiles and other 
equipment. Secretary of State George Shultz and Defense Secretary Caspar Weinberger both advised 
against it, but the president announced no final decision at the National Security Council meeting. 
Several days later, Reagan verbally approved the sale in a telephone call to McFarlane, and also granted 
permission to replenish stocks depleted from the Israeli arsenal. 


McFarlane passed the information to Kimche, and on August 30, Schwimmer shipped 96 wire-guided 
TOW anti-tank missiles from Israel to Iran. A second consignment two weeks later brought total TOW 
sales up to 504. Within days, Reverend Benjamin Weir, a Presbyterian missionary who had been held 
hostage for more than a year, was released in Lebanon. 


Robert McFarlane had originally requested that kidnapped CIA station chief William Buckley be released 
first. According to the Israeli newspaper Haaretz, the intellectual author of that shrewd trade was Al 
Schwimmer, "who came up with the idea of 'arms for Buckley.'"[150] However, the U.S. later learned that 
Buckley had died under torture in June of 1985. Ledeen continued to meet with Ghorbanifar, Kimche, 
Schwimmer, and Nimrodi in September, October, and Nov ember of 1985. But with no further hostage 
releases forthcoming, McFarlane began considering whether to shut down the entire arms-for-hostages 
operation. 


Israel, however, took the original arms sales as an open-ended U.S. approval to sell as much of its U.S. 
stockpile as possible. In November of 1985, Israeli Defense Minister Yitzhak Rabin contacted McFarlane 
for help arranging a transshipment of Hawk surface-to-air missiles through a third country. Since 
McFarlane was at that time working at a U.S.-Russian summit in Geneva, he directed Contra point man 
Oliver North to assist from Washington. 


McFarlane advised President Reagan, George Shultz, and chief of staff Donald Regan of the plan. Israeli 
aircraft chartered by Schwimmer and Nimrodi were to fly 100 Hawk missiles to Iran upon the release of 
four hostages. Israel would then be allowed to buy replacements from the U.S. George Shultz again 
protested, but the highly conflicted deal was approved. 


However, Israeli covert initiatives began to unwind on two fronts: espionage and incompetence. In 
November of 1985, Israeli spy Jonathan Pollard was recorded stealing classified national defense 
information under active video surveillance by U.S. Navy investigators. Pollard, a former civilian 
intelligence analyst for the Navy, was arrested by the FBI in November of 1985. The vast volume of 
documents stolen by Pollard, his receipt of cash payments, and his divulgence of the identities of U.S. 
agents in the Soviet Union who were coldly traded by Israel in exchange for Jewish émigrés enraged the 
Secretary of Defense. Caspar Weinberger later delivered classified memoranda and a public supplement 
to the judge presiding over Pollard's sentencing, arguing that they all weighed against leniency. 
Weinberger accused Pollard of treason and recommended a life sentence, which Pollard received. 


The agent in charge of counterintelligence for the Naval Investigative Service at the time of Pollard's 
arrest believes the incident was "one of the most devastating cases of espionage in U.S. history" and that 
Pollard stole over "one million classified documents."[151] The Pollard espionage case is also unique in 
that it was the first instance of an Israeli handler with diplomatic immunity being criminally indicted in 
the United States. [152] The day after Pollard's arrest, Israel quietly recalled two of its diplomats from 
the United States: Yosef Yagur, a science attaché at the Israeli mission in New York, and Ilan Ravid, 
deputy science attaché at the embassy in Washington. The Pollard affair also had a direct tie to the BIRD 
Foundation, raising questions about whether the U.S. had inadvertently funded espionage against its own 
military. 


Pollard delivered his stolen documents a few hundred yards from the Israeli embassy to the apartment of 
Irit Erb, an Israeli embassy employee and unindicted co-conspirator who fled the U.S. after Pollard's 
arrest. A second apartment in Erb's building served as the alternate drop for classified documents stolen 
by Pollard; it was also where he met his controller every month to be paid in cash, obtain feedback on the 
quality of documents stolen, and receive new instructions. This apartment housed key photocopying and 
photographic equipment and was owned by Harold Katz, an American attorney living in Israel who served 
as an adviser to the Israeli Ministry of Defense and legal counsel to the BIRD Foundation. Katz admitted 


knowing Erb and giving him a key, but claimed he thought the apartment was "unoccupied" during the 
incident. Katz denied involvement in the operation, but only agreed to answer U.S. prosecutor questions 
in Israel.[153] Pollard's handling by the LAKAM[154] network of accomplices and the wide-ranging 
Justice Department investigation had an immediate impact on the aborted investigation of AIPAC, though 
it was never publicly revealed. 


The DOJ and FBI clearly related Pollard's activities to the 1984 AIPAC investigation. The Washington Field 
Office had earlier noted an "allegation that a member of the Israeli Intelligence Service was a staff 
member of AIPAC."[155] The FBI quietly reopened its previously aborted investigation of AIPAC under 
the direction of Assistant Attorney General Stephen S. Trott. The Public Integrity Section of the DOJ met 
on Novembe r 15, 1985 with representatives of the FBI to "outline investigative strategies." They settled 
on hitting the fading trail anew by simultaneously interviewing the AIPAC employees known to have had 
first contact with the ITC report in order to finally determine how they obtained it. The FBI sought to 
determine whether AIPAC's Ester Kurz and Peggy Blair had violated Theft of Government Property and 
Disclosure of Confidential Business Information statutes.[156] [157] 


On December 11, 1985, as the deep impact of Pollard espionage was cascading through the 
administrat ion; Deputy Assistant Director Phil Parker fro m the Intelligence Division at FBI headquarters 
contacted the special agents in charge of the AIPAC investigation at the Washington Field Office. Parker 
notified the agents that "this investigation had come to the attention of Director [William] Webster," 
"asked for an explanation of [the] investigation thus far," and told them the case was being "studied" at 
FBI headquarters and the Washington Field Office would soon be contacted about its renewed 
investigation.[158] 


Ester Kurz and Peggy Blair were less than forthcoming during their separate December 19, 1985 
interviews with the FBI. [159] In the presence of a lawyer, Kurz detailed her employment status at AIPAC 
and the explosive news that she had received the classified ITC report from Dan Halpern, the economic 
minister at the I sraeli Embassy who had been so active in public relations for USIFTA. She described it 
as being 50-80 pages in length, but denied being aware of the document title, though she did confirm it 
was marked "confidential." Kurz claimed she couldn't recall who was at the AIPAC meeting about USIFTA 
where Halpern passed the secret document. 


Kurz said that about a week after receiving the document, she passed it to Margaret [Peggy] Blair, the 
author of the special USIFTA lobbying booklet, but "did not recall any specific instructions" she gave to 
Blair. Kurz said she also received a duplicate copy of the secret report from AIPAC employee Douglas 
Bloomfield. She claimed she "paid no attention to" the classified ITC report until she received a phone call 
"several weeks later" from USTR General Counsel Claude Gingrich, seeking to "ascertain if AIPAC had 
this trade report in their possession." After Gingrich called, Douglas Bloomfield told Kurz to destroy the 
duplicate copy of the report, which she claimed she did by "throwing it down the garbage" chute at her 
residence. She told the FBI the original report was returned to the USTR. Kurz wouldn't speculate about 
who else at AIPAC had the document or what use they made of it, but claimed it was "floating around 
town" and that the contents were common knowledge to those interested in these matters. What Kurz 
couldn't explain, if the report was all but blowing like tumbleweed throughout Washington, was why she 
had to acquire it from the Israeli embassy, and who provided it to them. Her lawyer then stepped in and 
advised the FBI that it should submit any further questions for Mrs. Kurz to him, but that otherwise she 
"did not wish to furnish any additional information regarding this matter."[160] 


Margaret "Peggy" Blair had even less to say when she met with the FBI in the presence of her lawyer 
from the firm Frank, Harris, Shriver, and Jaco bson. She confirmed that Ester Kurz had passed her the 
classified ITC report, telling her to "keep it in a safe place," but claimed no specific direction about how to 
use the report in AIPAC's lobbying campaign or who initially gave the report to AIPAC. Blair confirmed 
that some time in July, the general counsel for the USTR had asked her if she'd seen a copy; she advised 
him she had, but passed him off to AIPAC's general counsel. Like Kurz, Blair claimed she "did not see a 
title to this report," but described it as being an ITC document "examining the different product sectors in 
America and the possible impact [on] these sectors if duty free imports from Israel were allowed." Blair 
claimed she did not "utilize any of the information gleaned from this report" and that she "could not 
recall" whether the report was classified or not. Blair also confirmed that there was "general discussion of 
the report at AIPAC but that this was not considered an especially significant matter." Like Kurz, she 
ended the interview by asking the FBI to direct any future questions about the affair to her lawyer.[161] 


The FBI was unable to interview Douglas Bloomfield, AIPAC's head of congressional relations and 
lobbying on Capitol Hill, until February 13, 1986. Bloomfield claimed he first become aware of the secret 
ITC report when Ester Kurz "advised him that she received a call from the USTR General Counsel 
Gingrich." According to the FBI transcript, "Bloomfield advised that Kurz stated to Gingrich that she had 
the document and at that point Gingrich asked that she return it to the USTR. Bloomfield asked Kurz if 
that was true that she had this report and she advised that she did have it." Bloomfield's account of when 
a copy of the secret document was made differed substantially from the Kurz account. Kurz claimed that 
Bloomfield came into possession of it and copied it to her before the USTR call, but Bloomfield outlined a 


private and lawyerly review of the ITC document with AIPAC director Thomas Dine following the USTR 
call, after which a duplicate was made for imminent AIPAC lobbying on the USIFTA. 


Dine immediately called Gingrich at the USTR to make arrangements to return the document. The report was 
subsequently returned to the USTR by a member of the AIPAC office staff. Prior to returning this document, 
UNKNOWN asked to have a duplicate copy of the document made so that the staff of the AIPAC could further examine 
the report. Bloomfield advised that he saw no "secret classifications"[162] on the report and there were no 
indications that this was a report pertaining to United States National Security. He further believed that AIPAC had 
not acte d improperly or illegally in having this report in its possession and thereafter asked UNKNOWN to examine 
the document regarding the free trade issue between the U.S. and Israel. He stated that Kurz retained the duplicate 
copy of the report and that the original report was returned to the USTR. Bloomfield advised that he did not consider 
this report to be especially important and thought that any controversy regarding the report had ended. [163] 


Bloomfield said he followed up with Ester Kurz about the duplicate ITC report in November of 1985, 
confirmi ng that she had "eventually thrown it away." Bloomfield claimed no firsthand knowledge of "the 
individual who provided the report to AIPAC, but advised he was told that Dan Halpern at the Israeli 
Embassy originally passed the report to AIPAC."[164] The FBI was soon on a trail that, like the Pollard 
affair, led directly to the Israeli embassy. 


Israel's reputation in Washington began to unravel. Disaster struck again when Israeli arms merchants 
failed to obtain clearance for missile transshipment from the designated European transit country to Iran 
and were turned back. Oliver North sent retired General Richard Secord to convince the appropriate 
officials to allow the shipment through, but met with no success. North also unsuccessfully appealed for 
logistics help to CIA European operations directorate Dewey Clarridge, a transferee from Latin America 
who was heavily involved in the Contra supply effort. North notified McFarlane's deputy John Poindexter 
that five hostages would be freed in exchange for a November 22 shipment of 80 Hawks (already 
purchased with an $18 million payment). North also advised the DOD that it would need to quickly 
resupply depleted Israeli stocks. However, Israel only delivered battered first-generation Hawks of limited 
range that were stenciled with the Star of David. Insulted, the Iranian counterparties rejected them on 
the basis of obsolescence and uselessness against high-flying Iraqi aircraft. 


Under North's direction, the Iran and Contra operation resources soon fully merged. To deliver the Hawks 
to Iran, Richard Secord chartered two 707 aircraft through the same Swiss front company he used to 
finance Contra arms purchases. 


On December 5, a National Security Planning Group in the White House concluded unanimously that the 
Iranian negotiations had gone "badly off course" and that any future dealings should begin with a 
declaration that the U.S. would not permit any further arms sales. McFarlane then traveled to London and 
met with Ghorbanifar, Nimrodi, Schwimmer, Kimche, and Oliver North to discuss how to put the operation 
back on track. McFarlane relayed the order that arms sales were off the table, but Ghorbanifar refused to 
communicate this key tidbit to his contacts in Iran. 


McFarlane then reported to President Reagan in the Oval Office with Regan, Casey, Weinberger, and 
Shultz and presented his frank assessment that Ghorbanifar seemed primarily driven by potential profits 
from further arms sales, and that he was "not a trustworthy person." Although McFarlane recommended 
ending the arms-for-hostages maneuvers, both a Shimon Peres advisor on terrorism and Oliver North 
advised Reagan that the hostages would probably be murdered if the administration suddenly cut off 
communications. 


Poindexter soon replaced McFarlane as national security advisor and immediately dismissed Michael 
Ledeen. The NSC also dropped the Israeli supply intermediation in favor of direct U.S. sales from the CIA 
to Iran, with Ghorbanifar still involved. In a memo about the renewed arms-for-hostages dealings in 1986, 
Oliver North specified that sales to Iranians of missiles costing only $3.6 million would generate $13.4 
million in net revenue to supply the Contras and cover administrative overhead. On the diplomatic front, 
North also planned to pressure Iran to end its assistance to the Sandinistas. 


After receiving a clearance from the U.S. State Department, the FBI interviewed Dan Halpern, the 
economics minister at the Israeli Embassy in Washington, DC on March 7, 1986. Halpern admitted 
"having a report which was prepared by the U.S. Trade Representatives in early 1984 and subsequently 
turning it over to representatives of the American Israel Public Affairs Committee." In his opinion, the 
report contained "little, if any sensitive or confidential information" and it was of "little or no interest to 
his government."[165] Halpern then claimed diplomatic immunity from prosecution. 


When the FBI pressed him for information about who gave him the classified ITC report, Halpern stated 
it would be "impossible within the professional ethics of his diplomatic position" to identify the individual 
who gave it to him. But Halpern then assured the FBI it was not a U.S. government official or employee. 


He clarified his interpretation of Operation Tipped Kettle, Tipped Kettle II, and the DOD doctrine that 
gave rise to Iran-Contra and the inside track of USIFTA, and stated he was given the report because 
"somebody on the U.S. side had an interest in Israel knowing [that the] U.S. [was] falling short on [its] 
commitments."[166] Echoing the Sonneborn/Jewish Agency delegation to J. Edgar Hoover, Halpern 
assured the FBI investigators that "the fact that Israel had the report caused no economic damage to any 
U.S. business or interest and that the entire issue seems to have received more attention than it 
deserved."[167] But only time would tell if Halpern's assessment proved correct. 


Subsequent U.S. arms missions to Iran failed to produce large net hostage releases . A single hostage had 
been freed by July 26, 1986. Vice President George H. W. Bush then met in Israel with Amiram Nir, 
Israel's advisor on terrorism, who lobbied for a package of serial weapons sales in exchange for 
potentially sequential hostage releases. On July 30, President Reagan approved the delivery of a second 
shipment of Hawk parts. After the shipment, U.S. officials dropped Ghorbanifar as an intermediary. 
Ghorbanifar's replacement, identified as a former officer in the Iranian Revolutionary Guard, negotiated 
the release of an additional hostage who, at the cost of 500 TOW missiles, was freed on November 2, 
1986, two days before the U.S. midterm elections. Spurned, Ghorbanifar began talking to the press about 
murky American arms-for-hostage deals with revenues diverted to the Contras. On November 3, the 
Lebanese magazine Al Shiraa published an exposé on the arms sales that was confirmed by Iranian 
parliament Speaker of the Majlis Ali Hashemi Rafsanjani. The news exploded into the U.S. media, and by 
December 2 a Gallup public opinion poll measured Reagan's approval rating at 46 percent—a 21 percent 
drop from the previous month. 


A drawn-out criminal investigation into what became known as the Iran-Contra affair commenced, but 
was ultimately of very little consequence. After George H.W. Bush was elected president, he pardoned six 
administration officials convicted for their roles in the affair.[168] Oliver North was criminally indicted 
on multiple charges and found guilty on three minor counts. These were later overturned on appeal that 
earlier testimony he gave to Congress with immunity was improperly used in his prosecution. 


The early and guiding role of Israeli tactical and economic interests was barely explored in the 
establishment U.S. news media when it mattered most—the late 1980s and early 1990s. The Israelis 
refused to turn over their Swiss bank account records or government documents related to Iran arms 
sales to U.S. investigators, just as Halpern's diplomatic immunity stopped the FBI AIPAC investigation 
cold. A book about Israeli arms sales published in 1987 by Andrew and Leslie Cockburn is unequivocal 
about the origin of arms sales to Iran: "The Iran-Contra affair grew out of earlier Israeli deals with Iran 
and the continuing contact since 1979, maintained with American knowledge and approval. Israel had the 
connections with Iran, and the intelligence. The Israelis came up with the idea of encouraging 'moderate 
elements'—that is, the military."[169] A 2009 analysis by John Limbert delivers a harsh analysis about 
Ghorbanifar and the Israelis as intermediaries: "They were talking to people who were not only 
misrepresenting their own position but the y were misrepresenting themselves both to the Iranians and to 
the Americans, and promising more than either side could deliver."[170] 


Carefully scouring relevant contemporary sources reveals that the date of Israel's formative role in the 
scandal continues to recede in time—Al Schwimmer' s firsthand account of the May 1982 "principals 
meeting" in Kenya to plan the accumulation of arms caches and covert sales in the interest of toppling the 
Iranian government wasn't published until 2001. The intertwined USIFTA and Iran-Contra timeline 
reveals how meeting Pentagon "commitments" undermined advice and consent. A still unknown Israeli 
passed the classified ITC document to Halpern at the Israeli embassy, who then relayed them on to AIPAC. 
The agent's motives were clear—U.S. commitments weren't being met. But despite FOIA requests, even in 
2009, those secret commitments and their justifications still aren't publicly known. The DOD refuses to 
declassify and release[171] [172] the full texts of Operations Tipped Kettle and Tipped Kettle II.[173] 


In the end, only Israel emerged as a clear winne r in the Iran-Contra affair. Two more American hostages 
were seized in Lebanon after earlier promising release s, numerically negating any net U.S. benefit for all 
of the costly arms shipped to Iran in the short term. In the medium term, Sandinista leader Daniel Ortega 
was never deposed by armed Contra forces. He lost the 1990 elections to an anti-Sandinista alliance led 
by Violeta Barrios de Chamorro, but was back in power by 2006. President George W. Bush made a 
congratulatory phone call to Ortega, even as Iran renewed foreign aid proposals for civilian housing and 
industrial cooperation. 


Tariff-free access to the U.S. market from behind Israel's own protective wall of tariffs, quotas, non-tariff 
barriers, and shifting regulatory regimes was an incredible, though ill-gotten, prize for Israel. Stymied, 
disenfranchised, and disunited American industries have never stopped opposing it. Meanwhile, Israel 
continued overtly and covertly pursuing U.S. military technology, commercial intelligence, and the know- 
how to build its own competing export base. The U.S.—constantly urged to provide for Israel's defense— 
wound up subsidizing a competing industrial complex. Israel soon won a well-deserved reputation for 
selling weapons to any regime with ready cash, particularly those off-limits to U.S. vendors. The elite 
Israeli spy network that in the 1960s forcibly extracted uranium from U.S. company NUMEC and stole 
plans for the Mirage jet fighter from the French was turned fully against the U.S., with devastating 
impact. Opposition to USIFTA intensified when Israel jump-started entirely new export-oriented 


industries, such as generic and counterfeit pharmaceutical production, through unauthorized access to 
U.S. innovations. 


Although the DOJ did not pursue theft of government property or espionage charges, the USTR and ITC 
with proper backing of the president could have fought harder for the U.S. industry and worker rights 
they claimed to advance under existing treaties. AIPAC and the government of Israel abrogated the Treaty 
of Paris[174] (in effect before and after the negotiations) by obtaining and leveraging the confidential 
business information provided by corporations and associations most concerned about the FTA against 
them. Beginning in 1984, the Israeli government, industry, and AIPAC acted in concert with this highly 
sensitive market and industry information—unobtainable from any legitimate market research or data 
service provider. This insight touched off a string of intellectual property rights violations, empowered by 
purposeful regulatory changes in Israel and economic espionage generating billions of dollars of losses to 
the United States. 


In Congress, the Senate Finance Committee's assertions that USIFTA would not be a springboard to 
further managed trade pacts proved hollow. NAFTA negotiations were soon underway, along with the 
spiraling U.S. trade deficits that soon followed. Decades later, Martin Indyk, the deputy director for 
research involved in AIPAC lobbying for USIFTA and its booklet advancing the deal, would claim that 
AIPAC's "wedge" in Congress was what made agreements like NAFTA possible. 


The director of the FBI closed[175] the AIPAC investigation on January 14, 1987.[176] There were 
further avenues open for criminally pursuing the source of the classified report, including interviews with 
IT C employees. But the Washington Field Office was unequivocal: "Due to the fact that Dan Ha lpern has 
claimed diplomatic immunity in this matter, active investigation in this matter will be discontinued..." 
[177] The report Probable Economic Effect of Providing Duty Free Treatment for U.S. Imports from 
Israel, Investigation No. 332-180 is still classified by the ITC and USTR. It is considered so highly 
sensitive tha t almost three decades later, neither agency will release it under the Freedom of Information 
Act or Mandatory Declassification Review.[178] 


Conclusion 


Because the USIFTA economic espionage incident was overshadowed by the Iran-Contra scandal and the 
Jonathan Pollard affair, it never received the attention it deserved—despite vast consequences for the 
economy and advice and consent governance. FBI interview files documenting tight coordination between 
AIPAC and the Israeli Ministry of Economic Affairs on USIFTA, to the point of passing purloined U.S. 
government property in complete confidence, were kept secret until 2009. But the declassified files 
contribute to the growing body of evidence that AIPAC (like its parent organization, the AZC) operates as 
a de facto stealth foreign agent of the Israeli government. 


The secrecy surrounding this "third scandal" means that it was never publicly debated or allowed to 
influence public awareness or news coverage about later FBI investigations into AIPAC—which tended to 
be portrayed more as anti-Semitic persecutions or thuggish forays against freedom of speech than 
legitimate counterespionage actions launched in the interest of all Americans. 


"People sometimes refer to Israel as an ally...Israel is not an ally. One becomes an ally through a treaty of 
alliance, and allies take special pains to try to co-ordinate their policies as much as possible. I don't think 
the Israelis have ever wanted that kind of obligation. They prefer to take their chances on going their own 
way and expecting Jewish support in this country to force the United States to go along." Dean Rusk, 
[179] secretary of state under Presidents John F. Kennedy and Lyndon B. Johnson 


Military-Industrial Espionage 


The murky origins of Israel's Kfir jet fighter foreshadowed challenges the U.S. would face in military 
research and deve lopment exchanges and trade with Israel. In 1968, French president Charles De Gaulle 
imposed a total arms embargo after Israeli commandos attacked the Beirut airport and destroyed 13 
parked Lebanese aircraft as a reprisal to a Palestinian attack on an El Al airliner in Athens.[180] Israeli 


dependence on French-built Mirage jet fighters was absolute, and their numbers were heavily depleted in 
the 1967 Six-Day War. The Mossad stole more than 250,000 Mirage III blueprints weighing three tons 
from Switzer land's Sulzer Engineering Corporation which was building fighters under contract with 
Dassault. Israel then secured a license to build General Electric J79 turbojets and was soon test-flying 
Mirage- based fighters that became the copycat Kfir fighter by September of 1970. Israel, the U.S., and 
France were all signatories to a July 21, 1969 treaty pledging mutual respect for the protection of 
intellectual property and trade secrets. [181] But such treaties had little impact on Israeli espionage. 


Israel slowly became a top-10 arms exporter by tapping U.S. military know-how, shadowing U.S. overseas 
military deals , and adopting extremely loose export controls. According to data from the Stockholm 
International Peace Research Institute, Israel will soon occupy a top-five slot in global arms exports. But 
the cost paid by the U.S. for Israel to reach this position is little understood. 


Israel Global Arms Export Rank[182] 


SPY TRADE 


How Israel's Lobby Undermines America’s Economy 


Faves by Michael Scheer 


PE 


As a descendent of the pre-state Sonne born weapons smuggling network, Israel's Military Purchasing 
Mission in New York now openly procures weapons for the Israeli Defense Forces, paying with a yearly 
aid earmark granted by Congress. The Military Purchasing Mission has had numerous run-ins with the 
U.S. Department of Justice over economic espionage, including a 1981 incident involving intellectual 
property theft of industrial processes for chrome-plating tank barrels. The Reagan administration granted 
the Military Purchasing Mission full diplomatic immunity in October of 1988, over the strong objections of 
the FBI and Justice Department. Both law enforcement agencies felt that this would encourage illegal 
export of critical military technology while making corruption prosecutions almost impossible.[183] This 
prediction has proven to be largely correct. 


The primary focus of the U.S. Foreign Military Sales program is managing responsible weapons sales to 
allies that further U.S. national security concerns. Its secondary purpose is to provide vetted customers 
for American military firms, particularly foreign customers receiving aid from Congress. But the Israeli 
Military Purchasing Mission's direct relationships with U.S. military contractors have led to massive fraud 
and abuse. The potential for structuring kickbacks and fraud through shifting shell corporations was rife 
in 1983. According to the General Accounting Office the Military Purchasing Mission was making 30,000 
purchases a year—100 for more than $1 million each, but 85 percent for less than $5,000 apiece.[184] 


One case that didn't escape criminal prosecution was the "Dotan Affair." In 1991, retired Israeli general 
Rami Dotan was indicted for embezzling $40 million in U.S. foreign milita ry aid in collusion with Herbert 
Steindler, an official at American aircraft engine manufacturer Pratt & Whitney. Dotan and Steindler were 
both imprisoned for their actions. In July 1992, parent company General Electric paid $9.5 million in 


criminal penalties and $59 million in civil damages in a settlement with the U.S. Department of Justice 
over the incident. 


Israel continued the tradition begun under David Ben-Gurion of quietly and secretly handling such 
corruption cases away from the public eye. General Accounting Office Director of Special Investigations 
Richard C. Steiner commented in congressional oversight testimony that GAO "requested to meet with 
government of Israel officials to discuss information they have regarding the diversion of U.S. funds and 
other abuses of the assistance program. However, the government of Israel declined to discuss the issues 
or allow our investigators to question Israeli personnel."[185] Israel had many reasons to maintain such 
secrecy. 


The objectives of LAKAM, an Israeli economic espionage unit founded in the 1950s, were to obtain useful 
technology and protect Is rael's secret nuclear weapons program. As a "technology penetration and 
acquisition network," LAKAM operated globally but focused on the most developed economy in the world: 
The United States. With diplomatic immunity, Israeli intelligence agents had many advantages over the 
Sonneborn network. Working under cover as scientific attachés in consulates near sensitive regions such 
as southern California, LAKAM began to spy on the aerospace industry and other high-tech targets.[186] 
Many other LAKAM operations flourished. LAKAM's most famous industrial espionage to date may have 
been securing highly enriched uranium via a U.S. front company. The means and outcomes of its 
operations bear uncanny resemblance s to pre-state smuggling operations behind the archipelago of 
Sonneborn network front companies. 


Zalman Shapiro, an Israel sympathizer who led a Zionist Organization of America (ZOA) chapter, also 
headed the Nuclear Material and Equipment Corporation (NUMEC) of Apollo, Pennsylvania after 1956. A 
private corporation, NUMEC obtained government contracts to convert highly enriched uranium into fuel 
for nuclear submarines. The Atomic Energy Commission (AEC) discovered that stocks of uranium 
delivered to NUMEC for fuel conversion were never returned to the government. Shapiro could not 
account for it. This soon touched off congressional, counterintelligence, and FBI investigations. 


Carl Docket, a CIA executive, stated during an investigation of NUMEC that "the clear consensus in CIA... 
was that indeed, NUMEC material had been diverted and had been used by the Israelis in fabricating 
weapons."[187] Rather than covertly smuggling the material out of the United States welded into boilers 
or large generators, NUMEC likely shipped it by air in sealed containers that were not even subject to 
U.S. Customs in spection. As with the Sonneborn network's "black" materials smuggling, a special 
purpose entity was formed to provide cover and plausible deniability for the operation. 


Four Israelis visited NUMEC on Sept. 10, 1968 to "discuss thermoelectric devices" with Shapiro.[188] 
The Atomic Energy Commission (AEC) gave approval for Avraham Hermoni, Ephraim Beigon, Abraham 
Bendor, and Rafael Eitan to visit NUMEC. NUMEC and FBI files listed Hermoni as an Israeli Embassy 
scientific counselor, B eigon and Bendor as members of the Israeli defense ministry's electronics 
department, and Eitan as a chemist in Israel's defense ministry. At the time of the visit, Eitan[189] was 
an acting agent for Mossad, on special assignment to LAKAM on a mission to acquire nuclear technology 
by any means necessary.[190] Shortly after his visit, up to 587 pound s of weapons-grade uranium was 
registered as missing. 


Federal agents believed that Israel smuggled the enriched uranium out of t he country under the cover of 
NUMEC's civilian food irradiation partnership with Israel. A NUMEC employee interviewed by FBI agents 
in November 1968 confirmed that the losses occurred at about the same time that NUMEC was involved 
in developing and manufacturing at least one large irradiator and several smaller units called "howitzers" 
and shipping them to Israel. The employee stated that "it would have been a simple matter of placing the 
material in these food irradiator units in large quantities and shipped to Israel with no questions asked." 
There was a notice printed on the side of the food irradiator containers indicating radioactive material 
contents. Irradiator shipments were legal, and no customs official could have opened the "howitzers," 
according to the FBI report.[191] 


The Israeli embassy also informed the U.S. State Department that if any effort were made to inspect 
containers being shipped from NUMEC to Israel under the "food irradiation" project , it would place them 
under diplomatic immunity. After the State Department communicated that potentially serious 
consequences would follow any breaches of diplomatic immunity, FBI agents monitoring El Al shipments 
of NUMEC lead-lined containers out of Idlewild Airport[192] took no action.[193] 


NUMEC later paid nearly one million dollars in fines to the AEC for the lost uranium. Shapiro was 
subsequently unable to renew his security clearances at the insistence of the White House. He 
repeatedly denied participating in any diversion of highly enriched uranium to Israel, and it is quite 
possible that Shapiro had no overt role in the uranium disappearance, just as Nathan Liff's invitation for 
Hank Greenspun to visit his Hawaii military surplus scrap yard only presented the entrepreneurial 
Greenspun an opportunity to steal machine guns from under the noses of U.S. Marines. But the modus 
operandi of Israeli smuggling operations, the large amount of missing uranium, and the timing of the loss 
when NUMEC opened its facilities with the unknowing approval of the U.S. Atomic Energy Commission to 
LAKAM's top operative all point to espionage.J194] 


NUMEC's founder went on to file 15 promising patents on revolutionary new technologies potentially 
worth millions of dollars.[195] The govern ment has also been conducting a $56 million taxpayer-funded 
cleanup of nuclear contamination at the NUMEC site that has plagued the health of area residents for 
decades.[196] A fo rmer CIA station chief in Tel Aviv, John Hadden, stated that NUMEC as a whole was 
essentially a front, "an Israeli operation from the beginning."[197] But neither Israel, LAKAM, nor 
Zal man Shapiro has taken responsibility for the theft or cleanup, even as Israel pressures the U.S. for its 
own civilian reactor build out—under the condition that it not be forced to sign the nucle ar 
nonproliferation treaty that would require immediate declaration of its clandestine arsenal.[198] 


Despite unprecedented access to the American military-industrial complex through MOUs and the 
ratification of USIFTA, Israel continued its espionage programs to acquire proprietary te st data, designs, 
and other information needed to leapfrog onto the world stage as a major weapons seller. A 1983 General 
Accounting Office report noted that "Most [Israeli] exports [contain] an import component of about 36 
percent" and “almost every Israeli production effort includes a U.S. input." Although military-industrial 
espionage is usually considered a U.S. national security issue, the commercial and governance impact is 
onerous. 


Israeli economic espionage violated the Treaty of Paris and the superseding WTO rules covering trade- 
related aspects of intellectual property rights (TRIPS), but no enforcement measures have ever been 
taken by the USTR, which considers violations to be “export control issues." Espionage not only denies 
direct compensation to American rights holders for their sunk development costs, licensing, and related 
royalties, but forces U.S. taxpayers to ultimately foot the bill for stolen and replacement technologies. The 
structure of the domestic market U.S. arms manufacturers serve means few can ever productively seek 
civil damages against Israel in court as compensation for losses. Congress, which controls the 
Department of Defense purse strings as well as military aid to Israel, discourages parties from seeking 
redress in the courts system or formal USTR remediation processes. AIPAC could raise congressional 
opposition to attempts to embarrass "America's strong ally." Those corporations that have tried working 
through various agency channels for redress have encountered serious roadblocks that served as a 
deterrent to others.[199] It is also well documented that few of the thousands of privately reported 
suspected espionage incidents ever generated DOJ criminal complaints or indictments. 


The 2008 criminal case o f Ben-Ami Kadish underscores the difficulty of seeking redress. From 1963 
through 1990, Kadish worked as a mechanical engineer at the Army's Armament Research, Development, 
and Engineering Center at the Picatinny Arsenal in Dover, NJ. Kadish held a security clearance and 
between August 23, 1979 and July 15, 1985 signed out classified documents on varied U.S. weapons 
systems. After he was accused of spying and arrested in April 2008, a criminal complaint filed by U.S. 
government prosecutors documented that between 1980 and 1985, he delivered 50 to 100 classified U.S. 
national defense files about nuclear weapons, fighter jets, and missiles to Israeli agent Yosef Yagur. Yagur 
allegedly photographed the documents at Kadish's residence. 


One document Kadish obtained covered a modified version of an F-15 fighter jet manufactured by 
McDonnell Douglas. Yet another covered the Patriot missile air defense system manufactured by 
Raytheon Company, Hughes, and RCA. Mr. Kadish testified that he neither solicited nor received anything 
of value for the documents.[200] Kadish fared much better than Jonathan Pollard, the other Israeli spy 
simultaneously handled by Yosef Yagur. Kadish was permitted to plead guilty to the trivial charge of 
acting as an unregistered foreign agent and pay a $50,000 fi ne in May of 2009. 


Prosecutors could have pressed for grand jury indictments of Kadish under the much harsher Economic 
Espionage Act of 1996 or even the 1917 Espionage Act. U.S. District Judge William Pauley was 
incredulous during sentencing: "It is clear the [U.S.] government could have charged Mr. Kadish with far 
more serious crimes."[201] Corporations could have pushed damage claims forward. Yet none of this 
occurred. Kadish's claims of "no harm to the U.S." for his actions in the 1980s persevered—like the 
Sonneborn network's earlier appeal to the FBI director. Whil e such delayed justice for Kadish provided 
no deterrent to espionage, by the mid-1990s the Department of Defense was taking active 
countermeasures. 


In January of 1996 the Pentagon's U.S. Defense Investigation Service (DOD/DIS) based in Syracuse, New 
York dispatched an urgent three-page memo about Israeli industrial espionage in the United States to 250 
facilities and defense contractors conducting sensitive American military projects (see appendix).[202] 
According to an April 1996 report from the Interagency Operations Security Support Staff titled 
Operations Security Intelligence Threat Handbook: 


Israel has an active program to gather proprietary information within the United States. These collection activities 
are primarily directed at obtaining information on military systems, and advanced computing applications that can be 
used in Israel's sizable armaments industry. Two primary activities have conducted espionage activities within the 
United States: the Central Institute for Intelligence and Special Activities (MOSSAD), and the Scientific Affairs Liaison 
Bureau of the Defense Ministry LAKAM. The Israelis use classic HUMINT techniques, SIGINT, and computer intrusion 
to gain economic and proprietary information. 


Despite existing treaties protecting against U.S. intellectual property theft and the potential of the USTR 
and ITC to place the USIFTA on the table through established enforcement mechanisms, Congress felt 
compelled to pass the Economic Espionage Act[203] in 1996, specifically making theft or 
misappropriation of a U.S. trade secret a federal crime. Though prosecutions of Asian and European 
economic espionage have proceeded, no prosecutions of Israeli violations under the Economic Espio nage 
Act have ever been attempted. The Economic Espionage Act has forced some Israeli economic 
intelligence collection activities offshore, further away from jurisdiction of U.S. courts. Even 
discriminatory U.S. countermeasures were pushed by the DOD in order to stem espionage and blackmail. 


In 2006, an administrative judge at the Pentagon defended harsh new denials of security clearances for 
Americans with family in Israel over their high potential blackmail risk. "The Israeli government is 
actively engaged in military and industrial espionage in the United States. An Israeli citizen working in 
the U.S. who has access to proprietary information is likely to be a target of such espionage."[204] While 
this sort of broad-brush treatment is lamentable, detailed information about how Israeli manufacturers 
have serially violated U.S. intellectual property by copying and selling patented American technology are 
so well documented by private organizations that serious countermeasures are clearly called for. 


The American Society for Industrial Security reported 1,100 incidents of economic espionage and 550 
suspected incidents that could not be fully documented in 1997. Estimated losses totaled $300 billion. An 
FBI agent involved in investigating such cases said that France, Germany, Israel, China, Russia, and 
South Korea were top offenders.[205] Larry Torrence, deputy assistant director for the national security 
division at the FBI, described the vulnerability of U.S. industry. "The odds are not favorable for any 
American company when it is targeted for clandestine action by some country's intelligence service." 


[206] 


Fortune 1,000 companies alone lost an estimated $59 billion in 2001, according to a survey by the 
American Society for Industrial Security, PricewaterhouseCoopers, and the U.S. Chamber of Commerce. 
According to the 2007 Defense Security Service report, the FBI had opened 89 economic espionage cases 
and was pursuing 182 active cases by the end of 2005. Air Force Magazine revealed in 2007 that the top 
five "collecting countries" were responsible for 57 percent of all technology espionage activity. They 
reported an increase of 43 percent over 2005 and 971 suspicious contacts, indicating that theft "eroded 
the U.S. military advantage by making dangerous technology available to adversaries." The leading state 
sponsors included Israel, India, Pakistan, Iran, Japan, and France, with China and Russia leading the list. 
[207] A 2007 report referenced a California FBI field office investigating espionage cases, which 
estimated that in Silicon Valley, the rate of trade secret theft rises 30 percent each year.[208] 


The national security threat is also relevant, since the transfers directly and indirectly provide the latest 
technology to countries that are off-limits to U.S. vendors because they are considered potentially hostile. 
These are markets Israel can serve with knockoffs or weapons with integrated U.S. components. Such 
"Uzi diplomacy"—selling military goods to virtually any customer—was described by Shimon Peres in 
1958: "By not selling an Uzi to a certain country, we are not implementing an embargo against that 
country, but against ourselves. It is absolute nonsense to embargo ourselves on an item that can be 
acquired elsewhere."[209] Israeli espionage has altered the strategic and tactical military balance of 
power between the U.S. and China. Whether the Israelis leaked sensitive data on the Patriot anti-ballistic 
missile defense system or other less significant syste ms, U.S. taxpayers again became the economic 
victims as they funded next-generation military hardware. Tactically, U.S. Marines were already facing 
U.S. optical technology illicitly provided by Israel and mounted on Iraqi tanks. 


Israeli Military-Industrial Espionage Incidents 


mie 


HAVE-NAP missile POPEYE By reverse engineering the 
system Martin-Marietta HAVE-NAP an 
sraeli manufacturer avoided 
millions in development costs 
as well as warranted license 
fee payments. Israeli sales staff 
admit, "95 percent of the 
Popeye is U.S. technology." 


U.S.-developed cruise STAR Cruise Missile The CIA found Israel to be 
missile technology. marketing the STAR, which 
incorporates sensitive U.S. 
technology, to China. 
Sidewinder air-to-air Python-3, Shafrir-2 Israeli versions of the 
missile Sidewinder were sold to South 
Africa, Chile, Thailand, and 
China. China then developed 
its own version of the Israeli 
copy (PL-8) and sold it to Iraq. 


TOW-2 anti-tank Mapatz Israel's unauthorized copies of 
missile the Hughes Aircraft company's 
TOW-2 missile have been sold 
to apartheid South Africa, 
Venezuela, and China. 


Patriot snti-missile Israel leaked Former defense secretary Dick 
system technical Cheney concluded that Israel 
information on the had leaked IP about the Patriot 
system to China in to China in exchange for 
exchange for information on China's M-9 and 
sensitive IP. M-11 ballistic missiles. The 
leak would enable Chinese 
modification of the M-9 and M- 
11 ballistic missiles to avoid 
intercept by U.S. systems. 


Patented U.S. thermal Israeli and Dutch China installed Israeli tank 
imaging technologies firm Delft sights on MOD-2 tanks, then 
integrated U.S. IP sold 69 of them to Iraq. U.S. 
into tank sights sold Marines faced and captured 
to countries some of the tanks, seizing 
including China. evidence of the illegal transfer 
during the first Gulf War. 


U.S. corporations face market disincentives for alerting their shareholders to security breaches that 
threaten their economic livelihood. An American Bar Association study found that companies reporting 
economic espionage suffered an immediate punishment from investors in the form of stock price declines. 
[211] They have an added obstacle: Israel lobby political appointees in government thwarting the 
enforcing U.S. arms export controls. Many private industry calls for investigations and law enforcement 
are deterred as soon as the complaint rises in the chain of command. 


Barrington, Illinois military contractor Recon-Optical learned this the hard way. In 1984, the company 
won an Israeli air force contract valued at $40 million to be paid out of U.S. foreign military aid. Recon- 
Optical normally sold aerial reconnaissance systems direct to the U.S. military. The Israelis demanded a 
40 percent "offset" on the contract, meaning Recon Optical had to spend $16 million with Israeli 
contractors. Some worked on site within the Barrington plant. 


The contract soon soured. Recon Optical intercepted Israelis carting away 10 boxes of technical notes and 
blueprints of the company's core intellectual property. Recon-Optical's chief executive flew to Washington 
and was advised by his senator to take the matter up with Stephen Bryen, who had become deputy 
assistant secretary at the Pentagon under the recommendation of Richard Perle. In 1979, Bryen had been 
investigated by the FBI for disclosing classified information to the Mossad when he worked as a Senate 
aide, but this prior incident didn't prevent him from receiving a top secret security clearance at the 
Pentagon. Soon after Bryen was briefed about the Recon-Optical complaint, news stories based on 
documents and Recon-Optical testimony appeared in the Israeli press, denying espionage charges and 
chastising the company for bias against offsets. As in other cases involving Israel, Recon-Optical's efforts 
to achieve accountability were thwarted. In 1988, another scandal erupted when Bryen individually 
approved a license for the export of klystrons[212] to Israel, despite a DOD panel vote in opposition to 
the sale.[213] 


Such incidents are rarely mentioned in U.S. establishment media. But Uzi diplomacy and the long track 
record of Israeli technology theft are sometimes frankly discussed in the I sraeli press as misbehavior that 
could jeopardize the country's access to top-shelf U.S. military hardware. In 2009, Israel was on track to 
receive $37.5 million in U.S. funding for development of the Arrow-3 missile. Although Israel requested 
American F-22 Raptor fighter jets with the support of some members of Congress, others worried aloud 
about whether an "export version" of the airplane should ever go to Israel. As quoted in the Jerusalem 
Post, Barry Watts, a senior fellow with the Center for Strategic and Budgetary Assessments, said the 
feeling in the Air Force was that "it'll make a lot of people nervous...Japan isn't busy selling military 
hardware all over the planet Earth like the Israeli military is."[214] In mid-2009, the Pentagon issued 
new regulations governing the way Israel could use the almost $3 billion in military aid it receives from 
the U.S. It informed Israel's Defense Ministry that the foreign military financing (FMF) needed to be used 
strictly for weaponry and defense-related projects rather than nonessential items such as covers for 
trucks, uniforms and food for soldiers, and other exceptions previously granted by the Pentagon.[215] 
But despite a toughening stance from Washington, embedded commitments to Israel coupled with the 
Israel lobby's value system continue to undermine American industry and national security. 


Perva sive secrecy and limited declassification and release of U.S. government documents limit Israeli 
accountability, particularly concerning nuclear smuggling and its weapons capability. The nonprofit 
National Security Archive at George Washington University has doggedly pursued public release of key 
CIA files about Israel's nuclear weapons programs under the Freedom of Information Act (FOIA). It has so 
far obtained "only a small fraction of a large body of documents...that remain classified."[216] Even after 
the Obama administration issued an executive order calling for a new "presumption of openness,"[217] 
government agencies thwart the release of sensitive information about Israel, possibly fear ful of 
retaliation. In 2008, the FBI's most frequent response to Freedom of Information Act (FOIA) requests was 
that it could not locate records (57 per cent of the time), and it only provided documents in 14 percent of 
cases.[218] The CIA proactively denies even the existence of relevant records.[219] The U.S. 


Department of State frequently denies Israel-related FOIAs under broad exceptions "protecting from 
disclosure national sec urity information concerning the national defense or foreign policy." The 
Department of Defense is perhaps the m ost restrictive of all. Unless filers seeking Israel-related 
documents can prove they are a "scientific research organization" exempt from fees for FOIA searches, 
[220] researchers must agree to pay $44 per search hour to an institution not known for its thrift.[221] 


Such U.S. government secrecy creates an information defic it. This in turn fuels a vicious cycle that 
thwarts governance, leaving stakeholders and accountability organizations completely in the dar k as they 
try to research whether the vast benefits granted under U.S.-Israel policy are actually warranted. 


Conclusion 


U.S. counterintelligence and government agencies—along with private industry associations—have 
documented widespread and ongoing efforts by Israel and the Israel lobby to obtain sensitive, 
commercially valuable military-industrial technology. The prosecutorial immunity of offenders, or light 
sentences for major violators such as Ben-Ami Kadish, indicate that in spite of massive economic losses 
and negative impact on U.S. national security, the criminal justice system faces institutional barriers in 
regulating the Israel lobby. Political pressures—and the threat of systemic risk—render law enforcement 
incapable of properly executing its public interest mandate to defend and uphold the Constitution. 
Because the U.S. government refuses to declassify many of its most sensitive reports about Israeli activity, 
including espionage, there has been no widespread outcry from industry and the public for more criminal 
prosecutions or sanctions under treaties. 


"The free-trade area is simply another form of aid, but the cost of the aid will be borne unequally by the 
American worker who loses his job." Mark A. Anderson, economist, AFL-CIO[222] 


USIFTA and the American Economy 


After the USIFTA threw open the U.S. market to Israel in 1985, difficu lt questions about U.S. agricultural 
exporter access to Israeli consumers were p ostponed for future negotiations. USIFTA permitted import 
restrictions based on quotas and fees determined by each party. Israel quickly imposed both.[223] Far 
from following "free trade" principles, Israel engaged in straightforward mercantilist policies of 
expanding exports while limiting imports. 


Israeli promoted economic development by protecting infant ind ustries. USIFTA gave Israel the 
unilateral right to impose a floating 20 percent ad valorem[224] customs duty on merchandise imports of 
its choosing. This helped Israel protect infant industries that weren't major exporters at the time of 
USIFTA's signing.[225] USIFTA also allowed Israel the flexible applicatio n of "corrective" measures in 
the form of surcharges, import deposits, and restrictions on import quantities to assuage Israel's constant 
balance of payments problems. Israel could suddenly impose sweeping duties or charges in the event 
that the value of its currency decreased more than 20 percent against the U.S. dollar. 


Though the U.S. and Israel did not (and still do not) have any formalized mutual defense treaties, USIFTA 
mandated coordination between the Israel Ministry of Defense and U.S. Department of Defense—a 
reminder of the treaty's origins in the DOD MOUs and Operation Tipped Kettle.[226] Both parties waived 
their "buy national" government procurement restrictions: the U.S. fully, and Israel with caveats. In 
USIFTA, Israel gained permanent preferential access to procurement from the entire U.S. government, as 
opposed to only DOD, avoiding th e reciprocal and performance-based pressures of temporary MOUs. 


Minor trade disputes and accusations erupted when Israeli rose vendors were effectively shut out of the 
U.S. market, but most complaints were from U.S. exporters. In 1989, Israel's Magam United Rubber 
Industries Ltd. was found guilty of violating anti-dumping laws and fined for conveyor belt exports. The 
ITC, in its enforcement role, found that Magam incorporated subsidized components in order to beat 
American prices.[227] Magam then called for "Industry Minister Ariel Sharon to make a personal call to 
the U.S. trade secretary." [228] U.S. Ambassador to Israel Bill Brown charged that "Israel was continually 
violating the s pirit of the FTA by making it hard, if not impossible, for American goods to be sold in Israel 
at competitive prices...not only were these unfair trade barriers harming A merican exporters, but they 
were also souring Israel's relationship with the U.S."[229] 


But the longest-standing public rift involves food and agriculture exports from the U.S. to Israel. Given 


the power of the U.S. grain lobby and farm-subsidy-fueled agro industry, it is not surprising that Israel 
limited a flood of cheap imports by putting forward "differing interpretations" about its own agricultural 
trade rights and obligations. The U.S. and Israel signed a separate annex to USIFTA clarifying treatment 
of agricultural products, but the November 1996 Agreement on Trade in Agricultural Products (ATAP) 
was only meant to be temporary; it was set to expire on December 31, 2001. Israel rarely upheld its 
commitments. 


The ATAP divided U.S. agricultural exports to Israel into three categories: products exempt from tariffs; 
products exempt from tariffs, but under numerical quotas; and products levied at a "preferential" import 
tariff rate. Most Israeli agricultural products entered the U.S. duty-free. As an incredibly generous 
additional concession, the U.S. unilaterally lifted all quota allocations governed by its WTO commitments. 
[230] Israel could export as many agricultural products as it could produce. 


As in the 1984 fast-track negotiations, U.S. agricultural interests were formally invited to submit public 
and "business confide ntial" comments to the USTR via the ITC toward renegotiating ATAP on December 
1, 2000. From the perspective of American natural and processed food sellers, their experience accessing 
the Israeli market was portrayed as limited, governed by arbitrary rules, and far from "mutually 
beneficial." 


The California Pistachio Commission quickly uncovered new Israeli-Iranian intrigues. It argued that while 
"Israel is the largest per capita consumer of pistachios in the world and imports annually around 9 million 
pounds," American "industry has not been successful in increasing its pistachio trade" since "most of 
Israel's pistachio imports are Iranian in origin, even though the country has a ban against trade with 
Iran." Israel categorized re-exports of Iranian pistachios to the U.S. as originating in the European Union. 
But U.S. exporters only experienced spikes in Israeli demand in 1997, when aflatoxin (a fungus) 
temporarily halted Iranian exports to Europe. University scientific tests and data confirmed the pistachio 
origins in Iran. One Israeli importer was indicted for such practices, but later acquitted of charges for 
trafficking Iranian pistachios.[231] 


The Northwest Horticultural Council, representing apple, cherry, pear, and stone fruit growers, charged 
that "Israel utilizes a complex and confusing combination of tariffs, duty free quotas, and ‘cost of 
product ion prices'...to limit market access." Sunkist Growers, representing U.S. citrus fruit producers, 
noted a disparity in reciprocity: "While the U.S. seems to strictly adhere to the provisions of this 
agreement in providing duty free U.S. market access for Israeli fresh citrus fruit, U.S. citrus exporters 
nevertheless continue to be denied access to the Israeli market...Israel maintains a Tariff Rate 
Quota[232] (TRQ) that limits the volume of American-origin citrus that may enter Israel and imposes a 
very high 30 percent duty on imports outside their TRQ limits." Sunkist recommended that the USTR 
return to the original vision of the USIFTA by "reduction of Israeli's tari ffs on U.S. citrus to zero, or in the 
absence of such elimination by the Israelis, the harmonization of U.S. tariffs with Israeli tariffs." However, 
the USTR pursued neither. 


The National Sunflower Association complained that TRQs led to significant losses: "U.S. exporters have 
sold product to Israeli importers late in the year, only to have the Israeli officials declare that the quota 
had already been filled. The exporter was then forced to reroute these containers into another country at 
a significant loss."[233] 


Kosher winemaker Royal Wine charged that Israeli delays and the original ATAP punished its wine and 
grape juice exports while allowing duty-free entry of Israeli products: "Israel agreed to substantially 
reduce import duties it imposes on these products, these reductions are not meaningful, as they did not 
result in the import duties being lowered to levels which would permit either wine or grape juice to be 
sold in Israel at competitive prices....The FTA has now been in existence for fifteen years, more than 
enough time for the Israeli government to phase out import duties on wine and grape juice."[234] Non- 
kosher winemaker JBC International stated flatly that "U.S. wines have not benefited from the U.S.-Israel 
FTA, but Israeli wine exports to the U.S. have increased greatly...In 1998 Israeli wine exports to the U.S. 
totaled $2.58 million, while U.S. exports to Israe l totaled only $313,000...A tariff rate of 40 percent on 
wine imports, sixteen years after the original FTA in which Israel agreed to lower its tariffs to zero, is 
unacceptable....Israel is growing their market at our expense and that violates the principles of the Free 
Trade Agreement."[235] 


The Grocery Manufacturers of America faulted Israel's punitive and arbitrary administration of its TRQ 
system: "The quota is allocated on a lottery-style basis so that applicants with no history or capacity to 
import product stand as much chance of obtaining a license as those with historical trade flows."[236] 
Kraft Foods noted with alarm the "disappearance" of unfilled quotas and general chaos: "Under the 
current Israeli system of TRQ administration, licenses for importing cheese are allocated arbitrarily. 
Consequently, some importers fill quota, others don't. As a result, dis tributors are unable to estimate how 
much will be available at the in-quota rate, so are reluctant to buy at full duty of 133.2 percent....The 
result is that Kraft can only import a small fraction of the quota for cream cheese and is unable to grow 
its business. The current duty on fresh cheese is 148 percent. Imports from the U.S. pay no duty but are 
subject to a 90 percent surcharge, so the effective rate U.S. suppliers pay is 133.2 percent ad valorem." 
[237] 


Many American ATAP petitioners expressed suspicions about Israeli regulatory agencies. An association 
representing 90 percent of U.S. chocolate and confectionary products and $23.5 billion in sales worried 
about product formula s: "Our members have expressed concern over requests by the Ministry of Health 
Food Control Administration for proprietary ingredient and food additive information in order to obtain a 
license to import a product into Israel."[238] In isolation, the candy makers' complaint may seem overly 
suspicious—until the Ministry of Health's record of channeling pharmaceutical clinical dossiers to Israeli 
generic drug makers is examined. 


In 2004, Israeli and U.S. del egations hammered out a temporary understanding over treatment of 
agricultural products that was to be binding through December 31, 2008. The agreement established 
import quantities and applicable tariffs for a number of categories identified by standard five-digit 
classification codes and scheduled consultations aimed at replacing the agreement by December 31, 
2008. 


The ITC received a renewed flood of U.S. private sector complaints about quota abuse and lack of 
reciprocity during a subsequent round of ATAP public comments in late 2007. The Corn Refiners 
Association reminded the ITC that the ATAP was discriminatory as "the only bilateral trade agreement 
that is not based on a general model of eventual elimination of trade barriers in agricultural products. 
The ATAP restricts many U.S. products through tariff-rate quotas and maintains permanent duties on 
numerous agricultural products. The United States should have an objective of aligning this agreement 
with other U.S. bilateral trade agreements that will result in elimination of all tariffs and quotas."[239] 
Blue Diamond Almond growers were blunter still: "The fact that the U.S.-Israel Free Trade Agreement is 
twenty-two years old and still maintains high tariffs on almonds is a clear indication of its failure." 


Blue Diamond went on t o allege that Israeli almond production wasn't economically viable, even as U.S. 
production was shut out under $1,800 duties: "Although Israel claims to be an almond producer, it is not 
considered a commercial producer. It cannot supply its own market with almonds. Although Israel has 
tried to increase almond production, it has failed. It simply does not have the land to accomplish this 
successfully.... Our understanding is that Israel has 3,500 acres of irrigated bearing almonds and 625 
acres of irrigated new plantings. It also has 2,250 acres of un-irrigated bearing and 625 acres of un- 
irrigated new plantings. This is not commercially significant. Israel should not be allowed to protect a few 
selected growers to the detriment of U.S. growers. This is particularly true when one considers that the 
duty in the U.S. on Israeli almonds is zero."[240] 


The California Dried Plum Board, representing 900 growers and 22 packers in California, slammed 
Israel's 91.8 percent tariffs on prunes and import licensing regime: "Israel offers excessive protection for 
its very smal 1 domestic dried prune industry. It allows importation of prunes only by import license 
holders, but the required licenses are often distributed through favoritism to companies that are not even 
prune importers, who then resell them at a profit to legitimate prune importers. There is no transparency 
to the licensing system, and its efficiency limits access for California Prune exporters. It is difficult for 
importers to arrange retail promotions in advance; since they are not sure they will be able to get a 
license to import California Prunes."[241] 


The touchy Iranian pistachio issue resurfaced as Paramount Farms cited the endemic Israeli refusal to 
prosecute violations: "Israeli national law prohibits the importation of goods and services—including 
pistachios—from Iran. Under I srael's Trading with the Enemy Act...any form of trading, direct or indirect, 
with Iran is prohibited. If Israeli customs authorities believe that goods are imported from Iran, they may 
block the import(s), and the importer(s) may be subject to certain penalties." Paramount estimated the 
Israeli pistachio market potential at $20 million per year, but stated that Turkish re-exports of Iranian 
pistachios held 83 percent of the market compared to the paltry U.S. share of 5 percent.[242] 


The Distilled Spirits Council (DISCUS), which submitted protests in earlier ATAP negotiations, called 
again for reciprocity for liquors: "...the United States imposes no tariffs on imports from Israel of any 
beverage alcohol pr oduct, including beer, wine, brandy, and other spirits." DISCUS also sought 
elimination of 10.2 percent tariffs on brandy and recognition of both bourbon and Tennessee whiskey as 
distinctive products of the United States.[243] 


The Western Growers Association lamented the continuing existence of quota and tariff schedules on 
fresh U.S. vegetables: "Western Growers requests USTR to negotiate the elimination of all tariffs on 
imports of U.S. fresh fruits, tree nuts, and vegetables. These tariffs should be zeroed immediately. In 
addition, duty free import volumes must be expanded to allow Western Growers members to benefit fully 
from this twenty-two-year-old FTA. It seems just to expect an FTA with a trading partner as mature as 
Israel to provide U.S. fresh fruit, nut, and vegetable interests with the opportunities and benefits afforded 
to us under the more recently concluded high quality FTAs."[244] 


Although most ATAP submissions during the year 2007 process criticized ongoing tariff and quota 
barriers, the U.S. Grain Council praised ATAP's progress and alluded to its own inside track. "U.S. grain 
producers have benefited significantly from the U.S.-Israel FTA. Import duties on corn, barley, sorghum 
and related products are set at zero under the agreement, and we are not aware of any significant non- 
tariff barriers to Israeli feed grain imports. As a result, U.S. exports of feed grains to Israel totaled just 


over 1 million metric tons (MT) in 2006, valued at $124 million." The council then referenced a secret 
agreement obligating Israeli grain purchases: "It is our understanding that Israeli government officials at 
some point engaged in an exchange of letters with the United States committing to import no less than 
1.6 MT annual of U.S. cereals and oilseeds. As we understand it, this letter may have been a side letter to 
a U.S.-Israel Support Funds Agreement. We strongly encourage U.S. negotiators to incorporate this 
commitment into the AFTA, as it would have significant value to the U.S. grains industry. Moreover, we 
believe it is in Israel's interest to reaffirm a strong feed grains trading relationship with the United States 
through such a commitment."[245] 


The U.S. Grain Council was unsuccessful in having a purchase quota formally written into ATAP though 
other U.S. supports for U.S. agriculture remain high. In 2008, Congress passed a five-year, $289 billion 
U.S. farm bill replete with loan guarantees, crop subsidies, and tax credits. Although controversy over 
Israeli food import barriers was still raging, in December of 2008 President George W. Bush signed a one- 
year extension to ATAP allowing the highly contentious negotiations to continue. 


USIFTA was the first bilateral trade agreement ever signed by the United States. The exploding U.S. trade 
deficit with Israel, while small compared to the overall U.S. trade deficit, is an anomaly among other 
bilateral free trade agreements (though not for the multilateral, intergovernmental managed trade pact 
known as NAFTA). Israel's ongoing violations of the spirit of rules-based trade threaten American workers 
and intellectual property of U.S. businesses. Unpunished violations could also signal to other trade 
partners that WTO enforcement mechanisms are not functioning as designed. USTR and ITC enforcement 
mechanisms similarly do not appear to be used when warranted. Visible violations that are not seriously 
investigated or punished by the United States undermine the confidence of U.S. industry in USTR- 
negotiated bilateral treaties. Quantitatively reviewing the result of USIFTA is illustrative. 


Although the total loss to American businesses from stolen defense, pharmaceutical, and other IP is 
largely unquantifiable, the economic impact of the USIFTA-generated deficit can be precisely calculated 
in terms of job creation.[246] According to the U.S. Census Bureau's last survey of export manufacturing 
establishments published in 2006, total direct U.S. export-related jobs numbered 5,070,900.[247] U.S.- 
manufactured merchandise exports during that year totaled $818 billion. Dividing export revenue by jobs 
yields one direct export-related job supported by every $161,300 in export revenue in 2003. International 
Commercial Diplomacy Inc., a consultancy, estimates that two additional i ndirect jobs[248] are 
supported by each direct export manufacturing job. By factoring in yearly worker productivity gains from 
the Bureau of Labor Statistics (each worker produces more export revenue as manufacturing productivity 
rises), by 2008, the estimated revenue required to sustain one direct export related manufacturing job 
and two indirect jobs grew to $187,000. We can use this input-output data to see how the deficit impacts 
the U.S. in terms of jobs. 


AIPAC originally argued job loss avoidance as a factor for promoting USIFTA. The widely quoted 1984 
AIPAC report "US-Israel Free Trade Area: How Both Sides Gain" by Peggy Blair predicted that a 10 
percent decline in U.S. exports to Israel would generate 20,000 export-related jobs. She predicted that 
bringing the U.S. market share up to 40 percent via USIFTA would generate 40,000 U.S. jobs. [249] 


However, shortly after its inception, USIFTA reversed the formerly balanced trading relationship, 
producing an ever-widening United States trade deficit. Translating this into American jobs by the input- 
output method, the USIFTA has been hi ghly negative for American workers. Using the formerly balanced 
trade as the relevant benchmark, the $7.8 billion U.S. deficit with Israel in the year 2008 was equivalent 
to 125,663 lost American jobs. 


American Jobs Lost to USIFTA 


Y ear} Nominal | Revenue per {Manufacturing} Direct } Indirect Total 
American 
Jobs Loss 


1999 -$2.2 32,500 6.40% -16,604 -33,208 -49,811 
2000 -$5.2 41,500 7.10% -36,749 -73,498 -110,247 
2001 -$4.5 52,400 1.10% -29,547 -59,094 -88,641 
2002 -$5.4 54,000 4.50% -35,065 -70,130 -105,195 
2003 -$5.9 61,300 -36,578 -73,156 -109,733 
2004 -$5.3 69,700 5.20% -31,232 -62,463 -93,695 
2005 -$7.2 78,200 5.00% -40,404 -80,808 -121,212 
2006 -$8.2 85,300 4.00% -44,253 -88,505 -132,758 
2007 -$7.8 92,200 3.70% -40,583 -81,165 -121,748 
2008 -$8.0 87,000 -2.70% -41,888 -83,775 -125,663 


The fact that USIFTA mainly benefits Israel is also revealed in market share. Even discounting that U.S. 


military sales are taxpayer-subsidized, the U.S. share of the total Israeli import market declined from 27.1 
percent in 1985 to 12 percent in 2007, as Israeli trade barriers kept U.S. agricultural products out while 
Israel's intellectual-property-fueled exports grew. The CIA World Factbook lists the U.S. as the number 
one destination for Israel's exports (receiving 35 percent of the total). The U.S. is Israel's number one 
import partner, followed by Belgium, [250] Germany, China, Switzerland, the UK, and Italy.[251] 


U.S. Share of Israel's Import Market [252] 
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The stated purpose of the 1984 U.S.-Israel Free T rade Area, like those of most other trade agreements, is 
"mutual benefit" derived through cooperation.[253] But the U.S. clearly never achieved the potential 
share of Israel's market outlined by AIPAC. From 1985 to 2007, the U.S. share dropped from 27.1 percent 
to 12 percent of the Israeli import market. If the deficit generated by the USIFTA (-$7.8 billion) were 
eliminated, the surplus from bilat eral FTAs signed by the United States would have been $29.4 billion, 
sustaining the equivalent of 471,850 direct and indirect jobs in the American economy. Because USIFTA 
delivers most benefits only to Israel, it differs substantially from subsequent intergovernmental bilateral 
managed trade deals. In the year 2008, all ratified[254] bilateral FTAs produced a cumulative $21.6 
billion surplus, while none of the other countries had histories of systemic espionage across high- 
technology and high-value-added U.S. industries. This extreme deficit anomaly is quantitatively revealed 
in a comparison of the other subsequent U.S. bilateral agreements.[255] 


2005 U.S.-Australia FTA 
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The U.S.-Australia FTA substantially improved U.S. access to the Australian market while rectifying 
conflicts over Australia's complex drug listing system. U.S. exports of industrial machinery and passenger 
vehicles expanded under the FTA, while Australian food and beverage exports blossomed. The formerly 


stagnant bilateral trade relationship experienced double-digit growth averaging 12 percent since 2005, 
and reached $33 billion in 2008. 


2006 U.S.-Bahrain FTA 
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(b) to investigate and find whether lobbying by the American Isracl Public 
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(h) if the Commission finds that AIPAC is not a political committee and 


mat organized primarily for the purpose of influencing federal elections, to 


Though it is a small economy, Bahrain enjoys strong competitive advantages in alum inum and fertilizer 
production. Exports of both grew under the FTA, while diversified U.S. exports to Bahrain of aircraft, 


vehicles, and machinery boosted a minor trading relationship. Bilateral trade in 2008 amounted to $1.37 
billion. 


2006 U.S.-Chile FTA 
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U.S.-Chile bilateral trade reached $16 billion in 2008. Copper, fruit, and seafood d ominate Chilean 
exports to the United States. U.S. exports are concentrated in heavy machinery, fuel, passenger vehicles, 
and aircraft. Over the past 15 years, Chile and the U.S. have held thin but temporary "surplus" positions 
in the relationship during alternating five- to six-year periods. 


2006 U.S.-Jordan FTA 


Bilateral trade between the depressed Jordanian economy and the U.S. reached only $2 billion in 2008. 
Implementation of the FTA failed to deliver the robust job opportunities sought by Jordanian government 
for its workers or resolve longstanding disputes between Jordan and Israel over Palestinian refugees. 
Jordan's new sweatshop apparel industry instead employs many temporary Bangladeshi contract workers 
brought in to manufacture for export, drawing condemnation from international human rights 
organizations. The U.S. deficit with Jordan has narrowed from $0.7 billion to $0.2 billion since the pact 
was implemented in 2006. 


2006 U.S.-Morocco FTA 
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Trade relations have been on a sound footing since Morocco became the first country to recognize the 
newly independent United States in 1777. Morocco exports raw materials for cement, as well as 
machinery, apparel, and fuel, to the U.S. The U.S. exports cereals, aircraft, and other agricultural 
commodities in exchange. Bilateral trade reached $2.38 billion in 2008. The U.S. has enjoyed a trade 
surplus with Morocco in all but one year since 1989. 


2004 U.S.-Singapore FTA 


Year 
1886 4980 2606 2040 


Bilateral U.S.-Singapore trade reached $44.7 billion in 2008. Major U.S. exports to Singapore include 
electronics, heavy machinery, aircraft components, and optical and surgical instruments. Singapore 
exports include heavy machinery, electronics, and pharmaceutical products. After a long period of deficits 
with Singapore, the U.S. has won a growing surplus since the year 2001, but neither holds artificial 
systemic advantages. 


1985 U.S.-Israel FTA 


Only with carefully chosen numbers and qualifiers can a positive case for USIFTA be made. Mitchell 
Bard[256] wrote in the Los Angeles Times that "the financial benefits to the states from bilateral 
agreements can also be substantial, considering that seventeen states exported at least $100 million 
worth of goods to Israel in 2006, and three exported more than $500 million, with New York leading the 
way with $4.6 billion."[257] While U.S.-Israel bilateral trade totaled $36.8 billion in 2008, the U.S. trade 
deficit with Israel reached $7.8 billion. Precious stones, metals, and coins account for almost half of 
Israeli exports to the U.S., followed by pharmaceutical products, which grew from less than $57.1 million 
in 19 95 to $2.6 billion (12.4 percent of total exports) in the year 2007. A U.S. trade deficit with Israel has 
occurred every year since 1994. Since 1985 when USIFTA was signed, the cumulative U.S. trade deficit 
with Israel has grown to $63 billion.[258] When inflation is factored in, the value of the cumulative deficit 
through 2008 totals U.S. $71 billion. The unprecedented agreement may also have touched off global 
market segmentation and contributed to less successful trade rounds under the WTO. 


In 1985, Sidney Weintraub, one of the most prominent American members of the post-Keynesian school of 
economics, foresaw that the USIFTA would halt general lowering of trade barriers by kicking off a global 
segmentation into isolated trading blocks. 


This free-trade area (FTA) agreement raises 2 types of issues: 1. whether the principle of nondiscrimination will be 
abandoned for bilateralism, thus undermining most-favored-nation (MFN) agreements, and 2. whether this particular 
FTA is more likely to be trade-diverting than trade-creating. It is uncertain whether the inherent discrimination of an 
FTA would lead to an improvement or deterioration in world welfare. Actually, the struggle against bilateralism has 
long been lost. The trade-policy issue is essentially the question of compatibility between FTAs and the General 
Agreement on Tariffs and Trade (GATT). The Israel-U.S. FTA is merely an episode in the evolution of international 
commercial policy. It is, however, another step in the segmentation of the world into preferential trading areas, and 
the long-term consequences of this discrimination are hard to predict. [259] 


An earlier New York Times editorial hypothesized that the deal would actually lower tariff barriers 
worldwide: 


A U.S.-Isr ael zone won't threaten the world's trade patterns. Their trade last year totaled only $3 billion. Full 
realization of any agreement will take years. But the deal is important in three respects: 


First, it aims to be a bold stroke, a formal commitment to open all trade. That will surely increase the two nations' 


commerce and assist Israel in significant ways. 


Second, it will signal America's interest in widening trade in services as well as goods - things like engineering, 
insurance and banking. Even as tariffs and quotas against products have been progressively slashed, there's been no 
broad relaxation of licensing and regulations that discriminate against service industries. Such balance is long 
overdue. 


Finally, this initiative puts the United States on the side of liberalization at a time when contrary pressures are rising 
everywhere. Washington has been trying for two years to get another multilateral negotiation started. Western Europe 
and Japan have persistently balked.[260] 


USIFTA did pave the way for a major multilateral intergovernmental managed trade area (the North 
American Free Trade Agreement with Canada and Mexico) in 1994 and subsequent bilateral agreements. 
Weintraub's prediction of "segmentation" and "discrimination" seems to have come true, in contrast to 
the New York Times editorial stocked with AIPAC's USIFTA talking points. 


Even while WTO "rounds" have gone nowhere as the U.S. trade deficit explodes, the Israel lobby has 
slowly cut off U.S. export access to natural trading partners across the 22-country Arab League, 
particularly Gulf oil producer states. AIPAC-driven legislation drives such as the Syrian Accountability 
Act, the annual attempt to pass a Saudi Accountability Act, embargoes, and even blockades have sought 
to condition and cut commercial ties between U.S. exporters and Arab trading nations. Periodic lobby- 
fanned conflagrations, such as the 2006 drive to keep Dubai Ports World, a company backed by a UAE 
sovereign wealth fund, from acquiring and managing U.S. port facilities, have also driven many Arab 
investors and importers away from the U.S. market fearful of discrimination and unmanageable legal 
exposure. 


Yet this "Israel lobby boycott" has been partially masked by AIPAC's long-term efforts to condition trade 
under the banner of a "Middle East Free Trade Area" initiative through bilateral agreements 
amalgamated into a larger managed trade area. While the proposal is portrayed as multilateral free trade, 
its effect would subjugate U.S. regional trade policy to an Israel-centric model. 


In 1994, House Majority Leader Richard A. Gephardt urged President Bill Clinton to expand the USIFTA 
to include all Middle East countries if they would normalize relations with Israel.[261] The wife of 
Speaker of the House Newt Gingrich was later put on the payroll of Israel Export Development 
Corporation to seek corporate tenants for an export-related business park in Israel.[262] In 1998, in 
exchange for Jordan's peace agreement with Israe l, the U.S. launched the Qualified Industrial Zones 
(QIZ) program. It gave Jordanian products that sourced at least 8 percent of their content from an Israeli 
manufacturer duty- and quota-free access to the U.S. market. During the Geor ge W. Bush administration, 
the United States and Israel tried to replicate the model in other trade deals in the Arab world, but 
President Bush's plan to create the MEFTA "tying all 22 Arab states with the U.S. and Israel in a trade 
deal by 2013" largely stalled. The Jordanian QIZs degenerated into sweatshops using imported labor at 
two cents per hour to supply U.S. retailers such as Wal-Mart, Target, Gloria Vanderbilt, and Kohl's. The 
QIZ climate of 24- to 72-hour shifts, physical abuse (including rape), and near imprisonment for workers 
has been named in numerous human rights reports. In 2005, 54 companies registered in QIZ, rising to 
203 as exports reached a total U.S. $1.3 billion by 2007.[263] 


The U.S.-Oman FTA, which AIPAC lobbied for as a way to break the Arab boycott of Israeli goods, didn't 
roll up the larger boycott effort, although Bahrain did close down its boycott office in 2005 just ahead of 
signing its free trade agreement wit h the United States.[264] Meanwhile, earlier lobby attempts to 
control U.S. trade continue to face critical review. Although Russia has still not attained WTO ascension, it 
began agitating for the U.S. to drop the punitive Jackson-Vanik amendment as an irrelevant Cold War relic 
standing in the way of increased U.S.-Russ ian trade. Israel's influence over U.S. trade policy has been 
disastrous for U.S. exporters searching for opportunities in fast-growing Middle East markets. 


Arab Import Market Growth and Declining U.S. Share 
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Natural U.S. trading partners such as Saudi Arabia and other Gulf oil-producing states have increasingly 
sourced merchandise and industrial goods imports from Asia. The U.S. share of Saudi imports declined 
from 24.75 percent in 1997 to 11.6 percent in 2008. The overall U.S. share of the import market in the 22- 
country Arab League declined from 12.77 percent in 1997 to 8.55 percent in 2008. Antagonism of 
consumers and industrial partners to U.S. trade and regional foreign policy accelerated the decline after 
the year 2001.[265] For U.S. exporters, this is significant. Arab merchandise import demand reached 
$609 billion in 2008, after doubling every three years. If U.S. exporters had maintained market share 
momentum in the region, capturing a reasonable 25 percent, it would have added over 800,000 export- 
related jobs t o the U.S. economy in 2008.[266] 


By limiting such competition and taking advantage of trade preferences, Israel increased its share of total 
U.S. import demand from .97 percent in 1997 to 1.06 percent in 2008, an amazing feat for a country with 
a population of less than eight mill ion. Even as AIPAC continues to push for policies that could trigger 
enormous economic consequences for Americans, such as U.S. economic and military blockades on Iran, 
the dark underside of a trade deal forged in a crucible of espionage is becoming apparent. 


Since the period when USIFTA was inked, U.S. trade policy has generally followed the broader principles 
that underpin USIFTA, throwing open the U.S. market, disregarding industry and worker concerns, and 
inevitably generating record deficits financed only by the willingness of foreigners to invest in the United 
States. 


Annual U.S. Trade Deficit ($ Billion) [267] 
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The negotiation of USIFTA was a true turning point in U.S. trade policy. From the end of the Civil War 
through the 1970s, the international share of the U.S. economy was relatively small. Exports and imports 
were generally either in balance or delivering a small U.S. surplus. In the last quarter-century, foreign 
trade has risen 700 percent, more than doubling as a share of U.S. gross domestic product to 28 percent. 
The U.S. trade deficit explosion put the excess of imports over exports at almost $900 billion in 2006, 
roughly equivalent to 7 percent of GDP.[268] America's drive to implement intergovernmental managed 
trade policies began with USIFTA, then proceeded to stitch a patchwork of similarly flawed multilateral 
deals, including the massive North American Free Trade Agreement (NAFTA). Trade policy 
mismanagement has not only led to unsustainable tr ade deficits, but undermined the nation's 
competitiveness, job security, and income distribution. [269] 


While the lion's share of benefits from trade policy and globalization have been concentrated among those 
at the top rungs of the wealth ladder, they have been paid for with wealth transfers from working families 


at the middle and bottom. Benefits and real wages for the majority of U.S. workers remained stagnant as 
high-wage jobs were destroyed and industries producing secure living incomes were broken up—even as 
remaining worker productivity increased. While this horrifying trend is usually only observed from 30,000 
feet, a close examination of USIFTA's impact on military, food, and pharmaceutical products (along with 
counterfeits, illegal drugs, and diamond-related issues) reveals how corrupted policy can threaten not 
only workers, but highly innovative U.S. industries. 


During its 1984 lobbying push for USIFTA, AIPAC invited the American pharmaceutical industry to step 
up its presence in the Israeli market. "Tariffs range from 2 percent for antibiotic preparations which are 
not produced in Israel to 18 percent for those medicines competing with Israeli goods. If U.S. companies 
were to step up their advertising to increase brand name recognition, and take advantage of duty-free 
treatment, it is likely that American firms could greatly increase their current 16 percent share of the 
import market."[270] In reality, increased presence by the American pharmaceutical industry has been a 
trap. Just as American businesses indirectly gave Israel their trade secrets via the ITC's classified report, 
drug manufacturers have faced systematized violations of their intellectual property rights. 


The USIFTA has fueled an Israeli regulatory and manufacturing collusion that feeds American drug 
innovations into Israel's new export-oriented generic drug industry. This is enabled by the Israeli 
government's legally mandated access to sensitive American drug company innovations. However, unlike 
the military contractors, U.S. pharmaceutical industry representatives have fought back, insisting that 
Israel remain on the USTR's Priority Watch List for intellectual property violations between 2006 and 
2009. 


Under the auspices of approving drugs for its domestic market, the Israeli Ministry of Health (MOH) 
solicits patented drug data and formulas. MOH then delays the approval process while data is reviewed 
by Israeli drug-makers. The drug makers subsequently challenge the patents while seeking rushed 
commetcialization of cutting-edge U.S. drug innovations worldwide. Israel is obligated by TRIPS to 
protect clinical dossiers against unfair commercial use.[271] But in March of 2005, Israel purposefully 
enacted the weakest data exclusivity regulations in the developed world. Under the weaker regime, 
American clinical dossiers quickly became a data source that Israeli generic drug exporters came to rely 
on for manufacturing and accelerated exports of gener ic versions based on U.S. drug patents. 


USTR's 2005 annual intellectual property violations report (called Special 301 after the relevant section 
of trade law) " to the U.S. Congress details the protection of IP rights and financial incentives at the core 
of pharmaceutical innovation: 


The United States is firmly of the conviction that intellectual property protection, including for pharmaceutical 
patents, is critical to the long-term viability of a health care system capable of developing new and innovative 
lifesaving medicines. Intellectual property rights are necessary to encourage rapid innovation, development, and 
commertcialization of effective and safe drug therapies. Financial incentives are needed to develop new medications; 
no one benefits if research on such products is discouraged. 


Israel's intellectual property protection deteriorated over the last year. The recently-enacted patent term extension 
(PTE) and data exclusivity (DE) legislation, taken together with Israel's continued pre-grant opposition and its 
attempts to exclude intellectual property infringement from the scope of its unjust enrichment doctrine, guarantees 
that Israeli generic producers will be free to manufacture in Israel for export, primarily to the United States. 


U.S. pharmaceutical companies allege that Israeli intellectual property laws have been purposely 
weakened and placed out of sync with major industrial countries that permit much longer time periods 
before market exclusivity given by patents expires. Israel seems to agree. Developed country regulators 
don't count the regulatory approval process time period against patent term expiration the way Israel 
does. The chairman of the Knesset's Constitution, Law and Justice Committee confirmed during 
consideration of the Patent Term Extension Legislation that cutting the patent term was a protectionist 
measure to boost generic exports, saying, "We have a local industry that we want to protect." The short 
periods left to recoup investments have left U.S. pharmaceutical manufacturers at a major disadvantage 
compared to Israeli generic drug manufacturers such as Teva. 


Teva's global sales are premised upon preferential access to the U.S. market, commercial data leaks, and 
purposely weakened IP protection in Israel. U.S. consumers and taxpayers subsidize research and 
development that Israeli generic drug manufacturers then monetize—in the U.S. PhRMA, the U.S. 
industry lobby, observed the following: 


Under Israeli law, patents are thoroughly examined by technically competent examiners. It normally takes four to six 
years until the examination is completed. The duration of a patent is twenty years from the date of filing the 
application. As a result of the examination, the patentee "loses" a significant part of the period of exclusivity to which 
it is entitled. After examination and acceptance of the application, it is published for possible oppositions in the Patent 
Gazette. One would have assumed that, once the examiner deems that the invention is worthy of patent protection and 
accepts the application, the patent will finally be granted. However, under Article 30 of the Israeli Patents Act, any 
competitor may block patent grant simply by filing an opposition to the patent application. 


The resolution of the opposition may take many more years so that the patentee is actually deprived of the remainder 
of the period of exclusivity to which it is entitled. During the opposition proceedings the patent is not registered and 
not yet valid. The legal situation in Israel is diametrically opposed to the legal situation worldwide. In most (if not all) 
OECD countries, any opposition proceedings are conducted post registration (e.g., in the EPO) and it is not possible to 
block the registration of the patent. The deeply flawed pre-grant opposition system applicable under Israeli law has 
been rejected in the vast majority of developed countries, including in the EU and the United States. Third parties can 
be given an opportunity to challenge the validity of the patent, but as recognized elsewhere, any such action should be 
done post-grant. Indeed, the Patents Act already provides a system for post-grant challenge. Additionally, a potential 
infringer is also entitled to challenge validity in infringement proceedings. However, a system of pre-grant 
oppositions, which blocks patent grant for many years, actually nullifies patent protection. Such a system has been 
rejected worldwide.[272] 


American pharmaceutical companies and associations seeking redress in Israeli courts found that 
governing laws had been undermined by Israeli Ministry of Justice enforcement policies: 


The Ministry of Justice has recently revived a 2003 recommendation of the now disbanded Patent Advisory Committee 
to exclude the principle of unjust enrichment from litigation concerning IP issues. Since the unjust enrichment 
principle has been the only enforcement tool available to PhRMA member companies for use against generic 
infringers when faced with pre-grant opposition, the exclusion has been high on the wish list of Israeli generic 
manufacturers. Revival of a recommendation of an advisory committee, whose recommendations had not been 
accepted by the then Minister of Justice precisely because it had been demonstrated at the time that the Committee 
had been under the influence of the Israeli generic industry, is a cause of concern for PARMA member companies, 
especially when coupled with enactment of the recent PTE and DE legislation and the continued maintenance of pre- 
grant patent opposition.[273] 


A quantitative analysis of Israel's pharmaceutical exports and imports reveals how pharmaceuticals 
became yet another high-margin export business (like weapons) derived from misappropriated U.S. 
innovations and pref erential access. According to WTO data, in 1990 Israel exported only $80 million in 
pharmaceuticals while importing $180 million—a category trade deficit of $100 million. Weaker IP 
regimes were mandated in 2005, and by the year 2007 Israel was exporting $3.51 billion (74 percent 
destined for the United States under the USIFTA) and importing only $1.11 billion—a net category 
surplus of $2.4 billion. Israeli pharmaceuticals accounted for 10 percent of all Israeli industrial exports, 
reaching more than 120 countries.[274] 


Israeli Pharmaceutical Imports, Exports, Surplus[275] 
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U.S. pharmaceutical innovations that are detached from U.S. rights holders by the Israeli legal regime 
and MOH to be monetized by "free riding" Israeli manufacturers and marketed in the U.S. have a special 
designation—an "at risk" product launch. Despite Israel's placement on the USTR watch list in 2009, Teva 
Pharmaceutical Industries showed no sign of slowing its aggressive production and marketing of generic 
versions of U.S. patent-protected formulations, taking advantage of U.S. regulatory jurisdiction conflicts. 
On July 7, 2009, Teva was forced to stop shipping a generic version of the birth control pill Ortho Tri- 
Cyclen after Johnson & Johnson filed a patent infringement lawsuit. Teva had already received FDA 
approval for its generic version, shipping under the name of Tri-Lo Sprintec, in an "at risk" launch into a 
$400 million American market held by Johnson & Johnson. 


The Israeli government has been unapologetic toward American industries, innovators, and workers. In 
March of 2008, in response to the USTR's third sequential placement of Israel on the "Priority Watch 
List," the Ministry of Foreign Affairs highlighted the USTR's weakness: 


The Government of Israel maintains that its intellectual property law regime, including acquisition, maintenance and 
enforcement of intellectual property rights, is modern, effective and exceeds uniform minimum standards set forth in 
multilateral treaties regulating large aspects of intellectual property standards. Intellectual property law provides for 
monopolies limited in time and scope with respect to, inter alia, inventions, trademarks, and works of copyright, such 
as computer software, films and recorded music....Despite Israel's 2007 ranking on the watch lists, no claim has ever 
been commenced against Israel by USTR alleging failure to maintain a treaty obligation, and it is the position of the 
Government of Israel that its intellectual property regime fully conforms to its treaty obligations. Accordingly, 
maintaining Israel on any of the watch lists is unjustified. [276] 


Israel's hardened stance against the rights of U.S. producers and disdain for the USTR indicate that little 
progress will likely result from USTR efforts to create "positive dialogue," promised "prep aratory" work 
to change regulations, and periodic treaty reviews, which make no attempt to obtain damages for past 
misappropriation of U.S. intellectual property. 


In Israel, U.S. patent regimes are depicted as "overly generous to U.S. companies." In the U.S., 
pharmaceutical companies have been portrayed by Israeli legal experts as "bullies" trying to block 
cheaper generic drugs from reaching U.S. consumers.[277] In 2008, Israel attempted to get off the USTR 
watch list not by harmonizing or rolling back its controversial laws, but by mobilizing the Israel lobby to 
enlist 28 members of the U.S. Congress to write letters in protest. This effort failed to secure watch list 


removal.[278] Teva's CEO refers to drug innovators as "monopolies...trying to stop the exports of our 
generic medicines abroad through so-called legal means."[279] Teva has deployed an army of lawyers 
across the U.S. that rivals the Sonneborn network and LAKAM in its ability to win IP for Israeli 
production. 


Israel first passed patent laws in 1967 allowing Israeli companies to copy any drug if foreign patent 
holders didn't a ctively market it in Israel.[280] Early on, Teva Pharmaceutical Industries Ltd. received 
domestic approval to copy drugs and carved out a market in Israel by becoming the most efficient copycat 
manufacturer.[281] Currently, although 10 percent of the estimated $250 billion the United States 
spends on pha rmaceuticals each year goes for generics, Teva's strategy is to take over production of $92 
billion worth of U.S. branded drugs with the assistance of its multitude of lawyers deployed in Israel and 
across the United St ates.[282] 


After Congress passed the 1984 Hatch-Waxman legislation[283] loosening rules for launching generic 
drugs, Teva transformed itself into a legal powerhouse by building a vast network of international 
subsidiaries devoted to " at risk" launches and legal challenges to drug innovators. Under the Hatch- 
Waxman Act, the first company to file a patent challenge wins 180 days of market exclusivity. This legal 
maneuver is Teva's main source of competitive advantage. Teva reports that between 2003 and 2006, it 
won eight cases, settled eight, and lost two, while being involved in 50 patent challenges. It is a numbers 
game; the Israeli generic manufacturer realizes that if it files enough challenges, it diversifies its risk 
enough to reap huge profits. One law firm estimated Teva can capture "80 percent of the innovators' 
market—sometimes within two months" through huge numbers of patent challenges. [284] 


Around the world Teva operates in 50 markets, with 44 manufacturing sites, 15 generic R&D centers, and 
18 facilities that generate active pharmaceutical ingredients aimed at producing 36 billion tablets and 
capsules in 2006.[285] Of 250 patent lawyers in Israel, half work in pharmaceuticals, and Teva alone 
demands the services of 100. Teva trains its in-house lawyers to "look at other people's patents, assess 
them, and decide when to attack and when to challenge them." If Teva can't disqualify patents on drugs 
with significant markets, i t opts for "bypass" by using substitute compounds (such as magnesium for 
calcium) to launch a "bioequivalent" generic version of a patented drug. U.S. innovators have been forced 
to devote more resources to defending patents at the cost of innovation and R&D. [286] 


As employment in generic pharmaceuticals in Israel grew to 7,000 by 2007, global pharmaceutical 
innovators faced an unpleasant tradeoff. They could invest in manufacturing in Israel, while facing 
accelerated commercialization of their patents from Ministry of Healt h leaks, or stay out of the market 
entirely and be publicly chastised for "never investing a penny" in Israel.[287] 


The unique regulatory framework that is the basis of Israel's pharmaceutical industry has fed another 
serious challenge to the rule of law—counterfeit Israeli pharmaceuticals and illegal narcotics trafficking. 
In 2008, Israel ranked as the eighth largest pharmaceuti cal counterfeiter in the $75 billion world market. 
Counterfeit pharmaceuticals kill thousands around the world each year due to poor quality and lack of 
active ingredients and physician oversight. A Knesset member insisted that "pharmaceutical enforcement 
manpower should be doubled, and entities beyond the police, such as the Health Ministry and the Tax 
Authority, should be authorized to deal with the problem...The emphasis should be on immediate 
sanctions rather than extended legal proceedings, so that this trade won't pay."[288] But Israeli law 
enforcement seems to be unaware of how the overall climate of a renegade regulatory regime degrades 
the entire industry. 


Nowhere is this more apparent than in the trafficking of illegal narcotics. In 2003, the U.S. State 
Department placed Israel at the c enter of international Ecstasy trafficking. "Israeli drug-trafficking 
organizations are the main source of distribution of the drug to groups in the U.S, using express mail 
services, commercial airlines, and recently also using air cargo services." A Drug Enforcement 
Administration (DEA) report found that "Israeli drug traffickers, perhaps thanks to their long-standing 
ties in Antwerp, continue to be the major elements in the transfer of large shipments of Ecstasy from 
Belgium [to the United States]." The DEA believes that Israeli mobsters operating in the Belgian diamond 
smuggling trade became Ecstasy traffickers when Antwerp became the drug's major export hub to the 
U.S. The common estimate was that Israeli criminals controlled 75 percent of the Ecstasy market in the 


U.S.[289] 


From a historical perspective, the Israeli government's practices strongly resemble the Sonneborn 
smuggling ethic, transforming illicit acquisition of U.S. industrial munitions and weapons-making 
machines into more legitimate "joint projects" funded by the U.S. Israel's pharmaceutical innovation 
acquisition process also bears an uncanny resemblance to the mistreatment U.S. industries received 
during the 1984 leak of confidential U.S. business secrets during the USIFTA negotiations. But in 
pharmaceuticals, Israel and its U.S. lobby face a unified and well funded American industry willing to 
fight for control of sensitive American patents, the U.S. market, and its future of innovation. 


Israeli access to the immense U.S. market has facilitated other activities that run contrary to American 
economic and national security interests in the Middle East. One primary U.S. import from Israel, gem 
diamonds, finances the construction of illegal colonies in Israeli-occupied West Bank territory. The 


revenue from such "settlement diamonds" further destabilizes the Middle East by radicalizing and rallying 
opposition to the United States. 


Tariff and quota-free access to the U.S. market massively increased the Israel exportation of pearls, 
precious stones, and metals. The category grew 13 percent per year between 1989 and 2007. Over the 
same period, revenues grew from $1.5 billion to $9.8 billion per year. Israel supplied half of total U.S. 
import demand ($19 billion) for such precious objects in 2008. The Israel Diamond Controller's office of 
the Ministry of Industry, Trade, and Labor reported that total 2008 diamond exports reached $6.2 billion. 
LLD Diamonds Ltd., owned by Israeli-American Lev Leviev, topped the list of exporters at $417 million. 


[290] 


Leviev constructs Israeli settlements in the occupied West Bank through Danya Cebus, a subsidiary of the 
Africa-Israel company that subcontracted the construction of two settlements—Mattityahu East—to Shaya 
Boymelgreen. Danya Cebus is also constructing part of the huge settlements of Har Homa and Maale 
Adumim, which bisect the West Bank and weaken the longstanding U.S. foreign policy objective of peace 
negotiations leading to the creation of a viable Palestinian state. In 1999, Danya Cebus announced plans 
to build new homes in the settlement of Ariel through the subsidiary corporation LIDAR. Leviev also 
appears to be the sole realtor/developer of the settlement of Zufim. 


The United Nations Children's Fund (UNICEF) advised Leviev that it would no longer partner with him or 
accept any contributions because of his ongoing illegal activity.[291] Leviev's retail outlets in Manhattan 
have been picketed and celebrities have been urged to refuse endorsements of his jewelry products. But 
the effect of Leviev's highly visible access to the U.S. market, which finances settlements, may rub off on 
U.S. industries doing business in other parts of the Middle East and Musl im world. When viewed 
alongside AIPAC's legislative activities that limit U.S. industry relations with these markets, Leviev's 
flagrant activities might seem purposefully provocative as a way to taint America's image in the region, 
except that illegal settlement financing from the United States is a much larger issue than Leviev. 


Despite U.S., UN, and world opposition to illegal settlement building, in 2005 Shimon Peres estimated 
that "Israel has spent about $50 billion since 1977...0ther former finance ministers and government 
officials don't discount a price tag—commonly floated but never documented—of $60 billion."[292] David 
Newman, a political scientist at Israel's Ben Gurion University who researches settlement finance, 
pointed to ongoing misuse of U.S. tax-exempt donations by the Jewish Agency (which had its American 
Section shut down by the Kennedy/Johnson administration) and World Zionist Organization (which formed 
a U.S. shell corporat ion to replace the Jewish Agency in New York in 1971). Instead of financing startup 
lobbying groups in the U.S. as they did during the 1960s, the quasi-governmental organizations 
expropriate or purchase lands for illegal settlements with laundered donations.[293] The U.S. Treasury 
Department, which has the most visibility into financial flows between the U.S. and Israel, has done 
nothing to stop illegal settlement finance or the misuse and laundering of charitable tax-exempt 
donations. 


The Israel lobby has long maintained preferential acce ss to the U.S. Treasury. Henry Morgenthau Jr. 
fought to wrest control of the resettlement of displaced persons in Europe from the U.S. State 
Department during WWII. When President Roosevelt dragged his feet over policy takeover demands, 
Morgenthau threatened to turn the State Department into an election year scandal. Anti-Semitism at 
State, he threatened, was a charge that would "require little more in the way of proof for this suspicion to 
explode into a nasty scandal." Morgenthau's aides facilitated the European movements and 
communications of Irgun (a pre-state militant Jewish terrorist organization fighting in Palestine) with U.S. 
government resources.[294] 


In 1959, Fred Scribner, a U.S. Treasury undersecretary, confidentially recommended during a meeting 
with top Zionist organizations that they needed to restructure their operations in order to avoid problems 
with the Eisenhower administration, the IRS, and the U.S. Department of Ju stice.[295] When the effort 
failed to stave off Kennedy's later effort to register the Israel lobby as foreign agents, AIPAC and other 
members redoubled their efforts to influence the U.S. Treasury Department. By 2005, at least one U.S. 
Treasury unit was under "regulatory capture" of the lobby, which helped deter its use as a tool against 
illegal settlement finance.[296] 


In early 2004, AIPAC and its associated think tank, the Washington Institute for Near East Policy 
(WINEP), were instrumental in lobbying President George W. Bush to create the new Office of T errorism 
and Financial Intelligence (TFI) by executive order.[297] The Israel lobby vetted Stuart Levey, whom 
President Bush then approved to lead the new unit. TFI claims to be "safeguarding the financial system 
against illicit use and combating rogue nations, terrorist facilitators, weapons of mass destruction (WMD) 
proliferators, money launderers, drug kingpins, and other national security threats." TFI has delivered 
numerous briefings to AIPAC's think tank and contracts its employees as consultants. However, despite 
numerous taxpayer-financed trips to Jerusalem, the TFI leadership has taken no visible steps to stem 
illegal settlement financing by charitable or private organizations—a core issue driving conflict in the 
Middle East, according to the statements of former U.S. presidents. 


The U.S. Treasury and U.S. trade treaty enforcement agencies (such as USTR and ITC) have never been 
effectively deployed to prosecute systematic violators. Some of this inaction can be attributed to 
"regulatory capture," which not only undermines the U.S. economy, but lays tripwires for future wars that 
are not in the American interest. 


Conclusion 


The USIFTA is an anomaly among other bilateral intergovernmental managed trade pacts negotiated by 
the U.S. USIFTA offers benefits to only one party while presenting threats to major industries. The core 
drivers of USIFTA trade policies, which sacrifice U.S. worker income and wealth creation along with the 
nation's competitiveness, have subsequently been imbedded in much larger multilateral treaties such as 
NAFTA. 


The lack of coordination by U.S. enforcement and regulatory agencies places American firms at a 
disadvantage against "at risk" pharmaceutical launches that violate patents. The USTR refuses to treat 
Israeli espionage as an intellectual property or treaty violation issue, instead referring it to agencies 
enforcing arms and other export controls. 


At the regional level, the Israel lobby has used its influence to successfully undermine and thwart greater 
U.S. export access to the Arab market while financing illegal activity—from settlement construction to 
counterfeit pharmaceuticals—that is only possible due to Israel's preferential access to U.S. consumer 
markets and proprietary American innovations. 


"The fact is that the U.S.-Israel Free Trade Agreement served as a wedge that opened up the Congress to 
Free Trade Agreements throughout the world, including the NAFTA agreement." Martin Indyk, 
Brookings Institution Saban Center for Middle East Policy[298] 


"The first such treaty between America and another nation, it [USIFTA] provides the impetus for explosive 
growth in trade and investment and sets a precedent for future agreements between the United States 
and other nations." 1998 AIPAC "Fifty Years of Friendship" brochure[299] 


The Mobius Strip of Immunity 


The Israel lobby was the critical factor behind the Bush administration's disastrous 2003 invasion of Iraq. 
[300] Although th e long-term human and economic fallout of this unnecessary war has not ye t been 
entirely accounted for, one outcome could have been predicted even before the invasion began: none of 
the authors or influencers who had pushed for the war since the mid-1990s would ever face any 
consequences. The mechanics of such immunity can be t raced at the individual level along the career 
path of Martin Indyk, AIPAC's former deputy director of research, who edited the 1984 promotional 
booklet "A US-Israel Free Trade Area, How Both Sides Win" in the months following AIPAC's acquisition 
of the classified ITC report. Indyk made a mundane analysis of the USIFTA legacy in 2006: 


The whole free trade agreement process was started with the U.S.- Israel Free Trade Agreement. Why? Because that 
was the only way the...Reagan administration, could get it through Congress was with AIPAC's help. And once they 
established the free trade agreement with Israel it became possible to get free trade agreements and that was the 
precursor to NAFTA and so on.[301] 


AIPAC's objective, as stated in "A US-Israel Free Trade Area, How Both Sides Win," was to stitch the U.S. 
and Israeli economies together. It accurately predicted that the "resulting network of interconnections 
between the two nations' economies...would stre ngthen the commitment the United States already has to 
Israel's survival and prosperity." Like the Iraq war, USIFTA brought few of the benefits to Americans that 
the Israel lobby had predicted. Martin Indyk was a major contributor to USIFTA and the Iraq debacle, and 
his odyssey from native Australian to American Middle East policymaker is important to understand, as is 
the history of his key financial backer. When Indyk was researching AIPAC's lobbying material for 
USIFTA, he was not yet even a U.S. citizen; that he gained indirectly from his longtime benefactor, Israeli- 


American media entrepreneur and American Israel Public Affairs Committee (AIPAC) super donor Haim 
Saban. 


Saban was famously quoted by the New York Times on Sept. 5, 2004 as saying he spent "hours at a time 
on the phone with Ariel Sharon" and declaring, "I'm a one-issue guy, and my issue is Israel." Saban played 
a decisive role in shaping President Bill Clinton's foreign policy by distributing largesse to the Democratic 
Party and subsidizing a stable of political appointees-in-waiting. Saban hosted a $3.5 million fundraiser 
for Democrats during Clinton's presidential campaign against George H.W. Bush, and was so anxious to 
maintain his lead donor influence with the Democratic Party that when he learned another donor had 
topped his contributions by a quarter-million dollars, he immediately sent the DNC a $1 bill clipped to a 
$250,000 check. 


Saban served advising the White House on President Clinton's Export Council. In 1993 the Clinton 
administration adopted a copy of the Israeli strategy for "dual containment" first lobbied by Martin Indyk 
at the Washington Institute for Near East Policy. This strategy called for more direct U.S. presence 
against Iraq and Iran in the Middle East, rather than the less intensive strategy of "offshore balancing." 
[302] Saban lobbied to install Martin Indyk as U.S. ambassador to Israel in 1995. As an ineligible foreign 
national, Indyk first had to receive rush preferential naturalization. Then, while he was serving in Israel, 
Indyk had his State Department security clearances revoked for mishandling classified U.S. 
information. [303] 


In 2001 Saban sold his interest in the cable television channel Fox Family Worldwide for $1.5 billion. 
Matthew G. Krane, who did tax planning for Saban, connected him with the Seattle-based Quellos Group 
in order to create a shelter to reduce Saban's taxes from $150 million to zero. This freed up the media- 
savvy Saban's resources, allowing him to pledge $13 million to fund the new Saban Center for Middle 
East Policy at the Brookings Institution in 2002. Martin Indyk became its director just in time to push for 
the U.S. invasion of Iraq. 


In 2003, Brookings was the single most cited think tank in the American news media. The Saban Center 
played a vital public relations role by creating the appearance of full-spectrum left-right political support 
for the U.S. invasion of Iraq. Brookings' exhortations for war, immortalized in Martin Indyk's essay "Lock 
and Load," assured Americans that Saddam Hussein probably possessed weapons of mass destruction, 
but that Iraq could be neutralized by U.S. military force - if it moved quickly enough.[304] 


In 2006, Saban's fortunes turned. He was forced to tell Senate investigators about Krane and the Quellos 
tax shelter. The shelter was invalidated and Saban was forced to pay $250 million in back taxes and 
penalties. But he soon bounced back. In the 2008 Obama-versus-Clinton race for the Democratic 
presidential nomination, Haim Saban offered two superdelegates at the Young Democrats of America a $1 
million contribution to their nonprofit organization in return for voting for Hillary Clinton at the 
convention.[305] Four independent witnesses claimed this alleged bribe occurred right before the North 
Carolina and Indiana primaries, though Saban denied it and no criminal charges were ever filed. 


Matthew G. Krane, who received $36 million from Quellos, soon came to the attention of investigators 
looking into his offshore banking arrangements and a passport application under the assumed name of 
"Christopher Sullivan." On July 21, 2009, Krane filed a civil suit against Saban in Los Angeles Superior 
Court. The suit threatened to expose "perpetual fraudulent and deceptive conduct" in business and tax 
strategies, as well as secret foreign policy dealings and demands for special treatment in return for 
political donations. Krane's suit details his contention that his criminal prosecution came in lieu of 
Saban's own and that it was evidence of corruption and influence peddling.[306] 


A circumstantial case can be made that operating from behind the scenes, Saban attempted to rig an 
election (Young Democrats), mishandled classified U.S. national defense information (the Indyk security 
breach in Israel), and pushed a disastrous and costly war that was not in the American interest (Iraq). 
Saban is only the latest incarnation of an almost stereotypical archetype—the immune financial backer of 
illicit activity—that emerges repeatedly in the history of Israeli smuggling, espionage, and other 
wrongdoing against the U.S. A recently concluded incident illustrates how this archetype eludes both law 
enforcement and personal culpability. 


In May of 1985, former Air Force and NATO advisor Richard Kelley Smyth was charged by a federal grand 
jury with smuggling over 800 krytons to Israel. The kryton, invented in 1934 for use in high-speed 
photography, was considered dual-use technology. Civilian uses of the small glass bulbs included laser 
photocopying machines and strobe lights, but because krytons were also used to trigger nuclear weapons, 
federal law forbade their sale overseas without a permit. The State Department specifically listed krytons 
as munitions requiring approval and a license for export. 


At the time of his arrest, Smyth was president of an export and engineering business in Huntington 
Beach, California called Milco International Incorporated. Milco provided aviation consulting through U.S. 
military contracts as well as sales and export facilitation. Milco had close ties to Aaron Milchan, a partner 
in the Israeli-based Heli Trading Company, which imported the krytons. Milchan worked closely with 
Smyth to transfer the krytons to Israel for resale to the Israeli government. Milchan later claimed that his 


company was really used as a "conduit" by the Israeli government for trading with the United States. 
[307] Milchan also shared in Milco's profits, along with Smyth family members and friends who were 
stockholders.[308] Documents obtained by NBC News from Milco indicated Smyth had exported other 
equipment to Israel, including chemicals used to make missile fuel. Smyth posted $100,000 bail, but then 
fa iled to appear for his trial; soon afterward, he was seen in Israel, but the Israeli government refused to 
cooperate with the thwarted U.S. criminal prosecution. [309] 


At the beginning of the incident, in the early 1980s, billionaire Aaron Milchan did not seem a likely 
candidate for nuclear technology smuggling. A dual citizen of Israel and Monaco and a personal friend of 
Shimon Peres, Milchan was most widely known in the U.S. as a Hollywood film mogul, cavorting wi th 
Robert De Niro, Jerry Lewis, and Martin Scorsese at the Cannes film festival in 1983.[310] Milchan 
publicly denied that he had done anything illegal in collaboration with Smyth during interviews with NBC 
News in 1992 and 1993.[311] 


But then, in July of 2001, Smyth was arrested in Costa del Sol in Malaga, Spain shortly after filling out a 
bank account application. At the age of 72, Smyth was extradited back to the United States and held 
without bail for trial in California's Central District Court. Although Smyth's defense lawyer James Riddet 
had already admitted to the news media that Smyth shipped the krytons after his client skipped bail, 
Smyth entered a not guilty plea.[312] 


Before Smyth's arrest, during interviews with both 60 Minutes and Los Angeles Magazine, Milchan 
alluded to both personal involvement and immunity. To Los Angeles Magazine, he brashly stated, "Let's 
assume that there's nothing that Israel and the United States do sepa rately....I'll say it in my own words. I 
love Israel, and any way I can help Israel, I will. I'll do it again and again...If you say I am an arms dealer, 
that's your problem. In Israel, there is practically no business that does not have something to do with 
defense." Milchan probably felt free to speak by that time, since the statute of limitations had run out on 
any potential smuggling charge. But after Smyth was captured, U.S. customs officials expressed their 
interest in prosecuting anyone who had helped Smyth flee the U.S. on obstruction of justice charges. 
When the news media attempted to contact Milchan about Smyth's arrest in Spain, Milchan was 
"traveling and could not be reached for comments."[313] 


The court ultimately dismissed all but two of 30 counts against Smyth, who was found guilty of violating 
the Arms Export Control Act and False Statements to Government Agencies. Smyth was fined $20,000 
and sentenced to 40 months in federal prison, but also made eligible for immediate parol e. The presiding 
judge, Pamela Ann Rymer, denied Smyth's request to reconsider or reduce the sentence and provide 
immediate parole, stating, "All of the mitigating circumstances applicable to Smyth and his family were 
fully and carefully considered before imposing sentence. Age, health, record, and family circumstances 
among other things were factored into the balance....Nothing presently brought to my attention causes 
me to reduce or alter the sentence."[314] While the court allowed Smyth to continue using his assumed 
name, "Jon Shiller," it required that any employment requiring licensing by local state or federal officials 
be first approved by the probation office.[315] According to the Bureau of Prisons, Smyth was finally 
released on November 28, 2003 . But like Daniel Halpern, the internationally mobile Milchan was a dead 
end and untouchable to prosecutors. 


Smyth told the court that he had decided to flee the U.S. because his attorney told him he would go to 
prison, for a sentence the news media estimated could be as high as 105 years. "That was a grave 
mistake and error on my part...I wish I had never done it. My wife, Emilie and I wish to spend the rest of 
our lives surrounded by our families and peers."[316] Like Ben Ami Kadish, Smyth took advantage of his 
advanced age to escape both the harsh penalties of a long sentence and a plea bargain and collaboration 
with prosecutors that might have led to further prosecutions of the true masterminds and financiers of 
the operation. Smyth never answered the most important question—who had subsidized his 16 years on 
the run after he jumped bail? In 2009, as the news media began reporting that Milchan was an 
undercover Israeli agent, he made arrangements to relocate permanently to Israel.[317] 


In the 1940s, Rudolph Sonneborn and Henry Montor successfully avoided prosecutorial attention, which 
lightly fell on lower-level operatives like Schwimmer, Winters, and Greenspun. Robert Nathan and the 
Sonneborn/Jewish Agency delegation lobbied FBI director J. Edgar Hoover by saying that none of their 
illegal activities would have an adverse impact on the United States. It paid off: the financial 
masterminds of the smuggling network evaded criminal liability for their front company operations. Their 
cause, when known, was popularized in the United States by favorable press. Their contemporary 
incarnations, such as media moguls Haim Saban and Aaron Milchan, operate in an even more favorable 
environment, bolstered by years of intense public relations efforts for Israel in the United States, 
including decades of Hollywood movies portraying Israelis as heroic and Arabs as evil untrustworthy 
terrorists.[318] History seems to be repeating itself, as even the Sonneborn network's Latin America 
operations appear to be periodically rejuvenated, with new twists, actors, and locales. 


Israel shadowed the 2009 U.S. relocation of its primary Andean region air bases from facilities leased in 
Ecuador to Colombia. Colombia pur chased $150 million in upgrades for its obsolete Kfir jet fighters, 
justified on the basis of fighting guerrillas. By purchasing Israeli weapons, the Colombian government 
may have been triangulating AIPAC's support in an arena where the lobby has already proven quite 


capable—passing preferential free trade legislation. Colombia has tried to move its stalled bilateral free 
trade agreement forward in Congress.[319] The key stumbling block is Colombia's long record of 
violence against journalists and labor rights activists—particularly at the hands of paramilitaries. 
Ironically, Israeli arms dealers in the past have trained and sold advanced weaponry to Colombian 
paramilitary groups. But if the Colombian government is trying to activate AIPAC and gain favor in 
Congress by providing a large market for Israeli weapons, it could get much more than it bargained for. 


Shortly after an aged Colombian Kfir crashed in June of 2009, news reports circulated of successful 
Colombian air strikes on FARC guerillas. The U.S. does not appear to be interested in precipitating a 
wider regional conflict from its new airbases in the Andean region, and there appear to be no Israeli 
counterinsurgency trainers included as part of the new Kfir deal (unlike Israel's Honduras Kfir proposal 
made during the Contra war). Nevertheless, Israel's foreign minister, Avigdor Lieberman, has made 
conflict (and lucrative future arms sales for Israel) much more likely by turning up the rhetorical heat. 
Lieberman loudly accused Venezuela's president of cooperating with Islamic extremists and anti-Semites 
during his July 2009 "friendship" tour through Latin America.[320] Israel's deadly drive for arms sales 
appears poised to return to Latin America, even as Israel's lobby pushes for U.S. military strikes on Iran. 


The disastrous invasion of Iraq and USIFTA-inspired trade policies have both contributed to the slowing 
economy and rising unemployment in the U.S. America may soon ceas e to be the source of limitless 
support that the Sonneborn network once tapped. AIPAC's subversion of U.S. industries, sensible foreign 
policymaking, support for the Iraq war, and potentially devastating new military adventures with Iran 
could take a final and fatal toll on the future prosperity of America. The continued failures of the Justice 
Department in this dangerous new environment are perhaps most troubling of all. 


The Economic Espionage Act has been toothless against Israel and its lobby for lack of prosecutorial will 
and necessary political cover. As of 2009, six cases have been quietly settled before trial since the 
Economic Espionage Act was passed.[321] Only one has ever been successfully prosecuted—involving a 
Boeing engineer trafficking secrets to China.[322] Although the perpetrator's defense mirrored the 
standard Sonneborn/Israel lobby claims of "no harm," alleging that illicit tech transfers would make China 
more like the U.S. than the U .S. like China, jurors found it unconvincing and delivered a conviction in 
2009.[323] For Israeli espionage, however, the "no harm" plea still deters prosecutions. 


The Department of Justice and FBI have rarely received enough political cover to investigate and 
prosecute the Israel lobby violators who really matter—powerful top-level operatives ensconced among 
the nation's elite and providing strategy and money. They are not only protected by a phalanx of lawyers, 
but also capable of leaving the country on very short notice to await more favorable conditions. 


Marc Rich was one such case. Indicted in the U.S. for tax evasion and illegal oil deals with Iran during the 
1970s-1980s hostage crisis, Rich simply stayed outside the U.S. until he arranged an unprecedented 
pardon from President Bill Clinton on January 20, 2001. Eric Holder, acting as deputy attorney general, 
gave Clinton a "neutral, leaning towards favorable" opinion to pardon the Switzerland-based fugitive 
financier after a quiet and intense campaign by the Israel lobby and Ehud Barak and Shimon Peres of the 
Israeli government.[324] In the 1980s, DOJ officials evaluating the prospects for a successful prosecution 
of AIPAC looked up through the chain of command and saw William French Smith. In 2009, the person in 
that position is Eric Holder. When efforts to enforce U.S. laws against the Israel lobby appeared to be 
finally headed toward trial in 2009, it triggered spurious but highly effective charges of anti-Semitism in 
addition to the vast accommodations by ruling judge T.S. Ellis that would have seemed absurd if 
operatives for any other country had been under indictment. 


The FBI seemed to finally win a long-delayed victory against the Israel lobby in 2005, when Pentagon 
Colonel Lawrence Franklin pled guilty to passing national defense information to two AIPAC employees, 
Steven J. Rosen and Keith Weissman. The FBI recorded conversations of classified national defense 
information exchanges between Rosen, Weissman, and Naor Gilon, the political officer at the Israeli 
embassy. In 2004, the FBI found Franklin in possession of 83 classified government documents at his 
home. Confronted and intimidated, Franklin agreed to wear a wire to future meetings with AIPAC officials 
in an FBI sting operation. 


Perhaps mindful of past challenges handling classified material, the AIPAC officials refused to receive the 
documents Franklin offered as bait, but did read and quickly pass information favorable to their lobbying 
initiatives to contacts at the Israeli embassy and Washington Post. The FBI then raided AIPAC's 
Washington, DC headquarters twice, seizing hard drives for evidence. Colonel Franklin's boss, Douglas J. 
Feith, immediately resigned in January of 2005 as law enforcement officials raced to find out how 
information had leaked to the Iranian government via Ahmed Chalabi that the U.S. had broken Iranian 
communications codes. According to court documents, the investigation of AIPAC had been ongoing since 
1999. Rosen and Weissman were criminally indicted and Franklin was sentenced to receive a $10,000 
fine, 150 months in prison, and three years of supervised release, all suspended pending the outcome of a 
criminal trial against AIPAC operatives in which he would be the star witness. 


But even with wiretap evidence and a credible witness, the prosecution quickly bogged down between 
2005 and 2009 over pre-trial defense team maneuvers and appeals. In 2006, defense team lawyers rolled 


out their most eloquent "no harm" appeal for presiding Judge T.S. Ellis to get the Espionage Act[325] 
charges dropped: 


There's a disjunctive, your Honor. The disjunctive says "injure the United States or assist or benefit the advantage of a 
foreign country." How can anybody apply that in a context in which good foreign policy for the United States, that 
clearly is intended to help make the United States' foreign policy better, may also have a derivative impact that makes 
it an advantage to an ally of the United States, whose interest are exactly the same?[326] 


The establishment media and First Amendment lawyers waded in, claiming that the "two lobbyists, in 
receiving and disseminating classified information, are doing what journalists, academics, and expert s at 
think tanks do every day."[327] In 2007, a corporate media consortium[328] even filed an "Emergency 
Motion for Leave to Intervene" that Judge Ellis not allow Classified Information Procedures Act (CIPA) 
processes to protect secret information from being exposed in open court. [329] 


In 2008, Judge Ellis ordered that incredible concessions be made to the defense, effectively scuttling the 
governing legal statutes. Ellis allowed expert testimony from a classification expert (whom prosecutors 
had consulted about the case and insisted was banned from testifying) about whether the defendants 
could have been in a "state of mind" in which they believed their conduct was lawful. The 1917 
Espionage Act under which they were charged was silent on such issues.[330] In 2008, the Washington 
Post and Wall Street Journal ran editorials urging Attorney General Michael Mukasey to quash the case. 
The Jewish Telegraphic Agency (formerly a wholly owned subsidiary of the Jewish Agency[331]) even 
published an article from the defense counsel Abe Lowell urging an outright "uprising" ac ross America. 


"I would like the community to rise up and, having seen all the public information, as a community start saying to the 
world, the Jewish world and the non-Jewish world, and the media, to the Justice Department and the attorney general: 
‘Reconsider. This is wrong. You made a mistake," Lowell said. 


"AIPAC and other groups that got snookered, they should admit they got snookered, and they should both embrace 
these men."[332] 


The prosecution appealed the court's pre-trial "state of mind" ruling, but lost in the spring of 2009. After 
the election of Barack Obama, calls in the press shifted from pleas to protect "freedom of speech" toward 
quashing the trial as a rebuke to the legacy of pervasive Bush admin istration secrecy. The government 
prosecutors dropped their case against Rosen and Weissman on May 1, 2009, citing the "unexpectedly 
higher evidentiary threshold in order to prevail at trial." The New York Times noted that Joseph Persichini 
Jr. —the top official at the FBI's Washington office—was "disappointed," while FBI agents were 
"infuriated." 


The New York Times also hinted at politicization, reporting that the decision chain extended from career 
attorneys through political appointees all the way up to Attorney General Eric Holder, who approved 
dropping the case. Dana J. Boente, Obama's new acting U.S. attorney for the Eastern District of Virginia, 
was omnipresent at negotiations. Boente's formal statement seemed to exude remorse: "Given the... 
inevitable disclosure of classified information that would occur at any trial in this matter, we have asked 
the court to dismiss the indictment." But with Lawrence Franklin's conviction still standing, for the Israel 
lobby, the case wasn't yet over. 


On May 19, 2009, a coalition of 125 rabbis signed a letter to Attorney General Eric Holder requesting a 
probe into whether “anti-Semitism and/or anti-Israel sentiments" played any role in the original 
investigation of AIPAC. Michelle Boorstein and the Washington Post rolled out the heavy guns, publishing 
an article titled "Was Case Against AIPAC Lobbyists Anti-Semitic?" It sternly noted that the case "wasn't a 
total loss for the government" because it did win Franklin's guilty plea. That plea was the only remaining 
evidence that wrongdoing occurred, but for the Israel lobby, that was totally unacceptable. On May 14, 
2009, U.S. attorneys filed sealed motions to reduce Lawrence Franklin's sentence to a fine and time ina 
halfway house, which Judge Ellis accepted. 


That AIPAC had once again obtained classified information was never in doubt during the entire run up to 
the aborted trial. According to a legal filing by Steven J. Rosen (also present at AIPAC during the 1984 
classified document affair), handling classified information continued to be routine: 


To control the flow of such information, government agencies in the field of foreign policy have designated individuals 
with the authority to determine and differentiate which information disclosures would be harmful to the United 
States, and which disclosures would benefit the United States through the work of their agencies and would not be 
harmful to the United States. To maintain liaison with the authorized agency officials who at times are willing to 
provide such information, organizations like AIPAC have designated officials of their own who have the requisite 
expertise and relationships to deal with government foreign policy agencies. At AIPAC, Steve Rosen was one of the 
principal officials who, along with Executive Director Howard Kohr and a few other individuals, were expected to 
maintain relationships with such agencies, receive such information, and share it with AIPAC Board of Directors and 
its Senior Staff for possible further distribution. AIPAC, and those defendants who were AIPAC officials and/or 
members of its Board of Directors, knew that Mr. Rosen and others at AIPAC were receiving such information and 
expected that they would share it with them.[333] 


But Israel lobby pundits continued to hammer away on "anti-Semitism" as the sole explanation for why 
the FBI investigated and set up a sting against AIPAC. Former FBI counterintelligence agent and 
supervisor I. C. Smith testified that anti-Semitism in pursuing Israeli spying was "not my experience" 
during a lengthy career in the FBI. "There was a great deal of frustration within the FBI in dealing with 
the Israelis.... In my time in the Intelligence Division [later the National Security Division], the Israelis 
displayed a very real arrogance and with their constant contacts on Capitol Hill, they showed a 
confidence that they could do just about anything they wanted to do, and they could."[334] 


But even after the latest AIPAC espionage flap was successfully put to rest by the Department of Justice, 
questions linger and tug at the idea of equal justice before the law. Haim Saban's name surfaced in a 
National Security Agency phone intercept conducted in the year 2005 or 2006 between California 
Congresswoman J ane Harman and an Israeli agent who was the target of a U.S. government 
investigation. Harman, the ranking minority member of the House Intelligence Committee, allegedly 
agreed to "waddle in" to the U.S. prosecution of two AIPAC lobbyists. In return for Harman's help, the 
Israeli agent said he would have one of House Minority Leader Nancy Pelosi's major campaign donors— 
Haim Saban—withhold contributions to Pelosi until Harman was appointed chair of the intelligence panel. 
[335] 


The wiretap story was broken by Jeff Stein of Congressional Quarterly on April 19, 2009, shortly before 
the Obama administration folded the criminal prosecution of Rosen and Weissman. Was it an effort by 
disgruntled law enforcement officials angered by the DOJ's imminent capitulation to AIPAC? Or was the 
information purposely l eaked to Stein for his exposé (and independent confirmation by the New York 
Times) as a warning to Obama that pursuing the AIPAC prosecution would present a systemic risk to his 
party and administration? In retrospect, the outcome was the same as that of the Jewish Agency's 
warning to J. Edgar Hoover that "important individuals and organizations could be harmed" if it 
challenged the Sonneborn Institute in the 1940s, or the AZC backing down on the DOJ's request for FARA 
registration in the midst of assassination and upheaval in the 1960s. 


Douglas Bloomfield, who never suffered any liability from his handling of classified information during the 
1984 USIFTA affair, was by 2009 publicly upbraiding AIPAC for even firing Rosen and Weissman after 
they were criminally indicted. Bloomfield even threatened to reveal AIPAC as a de facto foreign agent if it 
did not provide Rosen and Weissman with adequate financial compensation. 


In cutting loose the pair, AIPAC insisted it had no idea what they were doing. Not so, say insiders, former colleagues, 
sources close to the defense, and others familiar with the organization. 


One of the topics AIPAC won't want discussed, say these sources, is how closely it coordinated with Benjamin 
Netanyahu in the 1990s, when he led the Israeli Likud opposition and later when he was prime minister, to impede the 
Oslo peace process being pressed by President Bill Clinton and Israeli Prime Ministers Yitzhak Rabin and Shimon 
Peres. 


That could not only validate AIPAC's critics, who accuse it of being a branch of the Likud, but also lead to an 
investigation of violations of the Foreign Agents Regicess being pressed by President Bill Clinton and Israeli Prime Ministers Yitzhak Rabin and Shimon 
Peres. 


That could not only validate AIPAC's critics, who accuse it of being a branch of the Likud, but also lead to an 
investigation of violations of the Foreign Agents Registration Act. 


“What they don't want out is that even though they publicly sounded like they were supporting the Oslo process, they 
were working all the time to undermine it," said a well-informed source."[336] 


Large numbers of Israel's supporters, both in the U.S. and abroad, continue to operate on the 
presumption that almost no crime against U.S. or international law will ever be punished if it is done in 
the name of Israel. Li ke Bloomfield, Thomas Dine, who was head of AIPAC during the economic 
espionage incident, never suffered any consequences. In 2009, Dine was even contracted to consult and 
lobby for the U.S.-taxpayer-funded al-Hurra satellite television network to help improve its competitive 
stance in the Middle East against Al-Jazeera and win over Arab viewers. Al-Hurra has received more than 


$600 million from Congress since it began broadcasting in 2004.[337] 


Only increasing public awareness of the rising stakes of such endemic criminal behavior and "two-track 
justice" may ultimately change the American public's tolerance. But Americans have little hope for help 
from establishment media. During and after the AZC DOJ registration battle in the 1960s, the New York 
Times was suspiciou sly quiet about the implications of foreign agent registration. It may have had a 
reason for such silence. In 2008, it was revealed that a high-profile New York Times reporter was 
receiving foreign-funded payments via the AZC, along with hundreds of others.[338] In 2005 criminal 
indictments, the Washington Post was revealed receiving purloined information from AIPAC lobbyists. 


Credible allegations made by former FBI contract translator Sibel Edmonds that the Israel lobby, in 
collusion with members of Congress and political appointees spread across U.S. agencies, was deeply 
involved in money | aundering and nuclear technology smuggling[339] appear to present another 
systemic threat, not only to government, but also to the establishment media. The DOJ refuses to publicly 
investigate Edmonds's allegations, and no major American media outlet has followed up on them. But the 
public calls for warranted law enforcement that have gone unanswered for so long may soon create such 
a monumental crisis in governance and rule of law tha t even the most manipulated Congress or 
politicized Department of Justice will be unwise to ignore it. 


Sonneborn, NUMEC, the Jewish Agency/AZC, Iran-Contra, the USIFTA classified document incident, the 
Franklin Rosen and Weissman espionage scandal, and the Sibel Edmonds allegations all lie along a 
Mobius[340] strip of Israel lobby operations twisting America toward expensive policies that repeatedly 
corrupt U.S. national interests. The most recent have not yet been fully exposed, but they could cause low 
confidence in government to plummet still further. 


Colonel Lawrence Franklin, the sole conspirator convicted in the 2005 AIPAC espionage affair, worked 
under Paul Wolfowitz and Douglas Feith in the Pentagon Office of Special Plans (OSP). Their activities 
may have been targets of the FBI investigation. The tactics of neoconservative ideologues who twisted the 
9/11 attacks into the disastrous, but long awaited (for neoconservatives) U.S. invasion of Iraq are only 
gradually coming to light. 


Franklin and another OSP colleague met with Iran-Contra arms dealer Manuchar Ghorbanifar as well as 
Iranian government officials, dissidents, and exiles. At the secret meetings, they pushed for "regime 
change" in Iraq and Iran and exchanged intelligence, even as the long-term neoconservative drive for a 
U.S. overthrow of Saddam Hussein's regime in Iraq to "secure the realm"[341] for Israel was reaching its 
zenith.[342] Unlike the USIFTA or Pollard situations, this one involved a document that was insinuated 
into the U.S. government, starting a chain reaction that cost the U.S. more than a trillion dollars and a 
severe crisis of confidence. 


In the December 2001 meeting, F ranklin, Harold Rhode, and Michael Ledeen[343] met with 
Ghorbanifar and a former senior Iranian Revolutionary Guard member who claimed to possess 
information about ranks of dissidents in the military. Italy's head of military intelligence (SISMI) Nicolo 
Pollari and the Italian minister of defense also attended.[344] By October 18, Elisabetta Burba, an Italian 
journalist working for the magazine Panorama, had delivered forged Iraqi purchase orders for uranium 
ore from Niger to the CIA's Rome office.[345] Ledeen later confirmed that he had worked for Panorama 
as a paid columnist since the mid-1990s.[346] 


A second Italian job occurred in February 2002 as Harold Rhode, an Egyptian, an Iraqi, and another 
high-level U.S. government official reviewed events in Iraq and the rest of the Middle East. In July of 
2002, Ledeen outlined plans to continue "his work" with the Iranians, and by June of 2003, a Paris round 
involving Rhode and Ghorbanifar wa s underway.[347] On September 9, 2002, Nicolo Pollari personally 
lobbied the White House with the Niger forgeries in a secret meeting with Deputy National Security 
Advisor Stephen Hadley. In January 2003, President George W. Bush used "uranium from Africa" as a 
prime justification for the U.S. invasion of Iraq in his State of the Union address. Though the International 
Atomic Energy Agency took only hours to determine that the Niger uranium documents were crude 
forgeries, by March of 2003 it was already much too late.[348] By mid-2004, Ahmed Chalabi, long 
supported by neoconservatives as a potential new leader for Iraq, was cut off from U.S. financial support 
for disclosing to Iran's Ministry of Intelligence and Security that the U.S. had broken the Iranian 
intelligence services' secret communications code.[349] 


According to Colonel Lawrence Franklin, George W. Bush's National Security Council felt no trepidation 
in working with Ghorbanifar, despite the aftermath of the Iran-Contra affair and the wariness of other 
intelligence agencies. "There was a no-contact order by the CIA on Ghorbanifar because of the agency's 
past unsatisfactory relationship wit h him. However, our mission was approved by the NSC. Moreover, we 
worked for the secretary of defense and were not subject to CIA authority. The CIA viewed us as [being] 
‘in their lane.' I invited the Defense Intelligence Agency to join us, as well as military intelligence 
representatives in Europe. They declined, fearful of the CIA's no-contact order."[350] 


As with the USIFTA classified document incident, the origins of the Niger forgeries have never been 
revealed and those responsible for producing them have never been held accountable. Seymour Hersh 
reported that the forgery was a CIA operation.[351] Former counterterrorism officer Philip Giraldi also 
imp licated the CIA.[352] Former Director of Intelligence Programs for the National Security Council 
Vincent Cannistraro suggests the Niger documents were forged in the United States in conjunction with 
Iraqi exile groups.[353] Others point to an unredacted inv estigatory report from the Italian parliament 
implicating Michael Ledeen as the obvious conduit for a report produced by former CIA officers (and 
Iran-Contra intriguer) Duane Clarridge and Alan Wolf.[354] 


This sordid history of unprosecuted crimes unfolding along the Isra el lobby Mobius strip has had two 
attributes: high costs distributed across Americans with no say in matters of vast economic consequence, 
and zero accountability for the true perpetrators. It was first commemorated in a painting Rudolph 
Sonneborn commissioned for David Ben-Gur ion after he assumed leadership of the newly independent 
state of Israel. It shows the room in Sonneborn's penthouse apartment where the fateful 1945 meeting of 
powerful Americans determined to finance and arm a state of Israel took place. The room is depicted in 
precise detail; the chairs are set up in a semicircle. The accountability of the elite members of the Israel 
lobby who defy the rule of law is revealed in the finest detail of all: the room in the painting is completely 
empty.[355] 


During the four-year run-up to the abandoned 2009 AIPAC espionage trial, Colonel Lawrence Franklin, 
the government's key witness, was approached by a man offering to help him "disappear" by faking his 
own suicide in order to circumvent the trial. Colonel Franklin simply and precisely identified how an 
Israel lobby operative in the United States [356] could still propose such an audacious corruption of the 
rule of law: "He's beyond good and evil. They're not subject to the laws the rest of us are."[357] 


Conclusion 


The elite financiers and leadership of the Israel lobby remain as immune from c riminal prosecution today 
as they were during the reign of the Sonneborn network. Multiple citizenship, international mobility, 
massive amounts of political patronage, and most importantly, credible threats of systemic risk to the U.S. 
government have turned law enforcement away from their harmful activities and toward initiatives that 
advance Israel's sovereign objectives. 


The subversion of prosecutorial will in the Department of Justice and judiciary has been rigorously 
enforced by constant pressure from the lobby, its allies in establishment media, key donors, political 
appointees, and friends in Congress. As in the time of Kennedy, changes in presidential administrations 
provide ample opportunity for derailing major Justice Department enforcement actions. This means that 
even "open and shut" criminal cases such as the AIPAC espionage incident simply cannot be successfully 
prosecuted in the United States, under the doctrine that the Israel lobby is "too connected to regulate" 
and that "important individuals and organizations" will be harmed. This immunity has opened the door for 
new Israel lobby maneuvers offshore that both echo the past and pose ever greater dangers to the rule of 
law and the U.S. economy. 


The Israel lobby has an enduring value system that is both alien and harmful to America, handed down 
from the Sonneborn Institute and Haganah through the Jewish Agency's American Section and American 
Zionist Council to AIPAC: that no crime is punishable if it advances the cause of Israel. Only when the 
broader American public becomes fully aware of how the Israel lobby's value system is slowly corrupting 
and bankrupting the nation will the call for long-overdue law enforcement finally be heeded. 


Afterword 


The Israel lobby has become a major determinant of both U.S. Middle East and broader economic policies. 
Those who believe such policies are too flawed and costly to continue must challenge the system—and by 
necessity challenge the Israel lobby. But how do concerned Americans influence policy in an environment 
w here dominant groups achieve and wield power by flouting the law decade after decade with impunity? 
What is our future as a nation if we allow such corruption of the rule of law to continue? Does the success 
of Israel's lobby imply that the only way to exercise relevant power in the United States is by taking 
actions that subvert the Constitution and our entire system of advice and consent governance? Does the 
Israel lobby now provide the behavioral model others must adopt in order to have a relevant influence on 


the future? And if that's true, are we as a nation now truly bordering on suicide, as Michael F. Scheuer 
suggests? 


These important questions go utterly unexplored in the establishment media. They are not debated in 
Congress. Much of the grist for public debate is classified—often grudgingly—by frontline government 
employees on orders from higher up. But the unpunished wrongdoing that has been the object of 
consternation within counterespionage and law enforcement agencies is beginning to slowly wash into 
the public sphere. 


Declassified documents and unintended revelations reveal that the lobby itself, in private, has repeatedly 
suggested the single most important deterrent to its illegal activities. Simon Rifkind told the Justice 
Department in 1963 that a smaller but well-resourced Jewish organization would "so publicize" its 
money laundering that an American Zionist Council FARA registration would "kill the movement." AIPAC's 
Steven J. Rosen sent a memo to fellow employees in 1982 stating, "A lobby is like a night flower. It thrives 
in the dark and withers in the light. 


New watchdogs are advancing the public exposure of Israel lobby wrongdoing through books, essays, 
public events, alternative media, paid news releases, and, most importantly, interactive discussions 
conducted over the Internet. As Americans begin to stand up and take notice of the growing breach 
between vastly harmful illegal acti vities and warranted law enforcement, a new era must finally dawn. 
Otherwise, as Lincoln predicted, through continued forbearance, we will author our own dark fate as a 
nation. 


Appendix 


AIPAC Executive Committee Organizations 


Ameinu 


American Friends of Likud 


American Gathering/Federation of Jewish Holocaust Survivors 


America-Israel Friendship League 

American Jewish Committee 

American Jewish Congress 

American Jewish Joint Distribution Committee 

American Sephardi Federation 

American Zionist Movement 

Americans for Peace Now 

Americans for Israel and Torah 

Anti-Defamation League 

Association of Reform Zionists of America 

B'nai B'rith International 

Bnai Zion* 

Central Conference of American Rabbis 

Committee for Accuracy in Middle East Reporting in America 
Development Corporation for Israel / State of Israel Bonds 


Emunah of America 


Friends of Israel Defense Forces 

Hadassah, Women's Zionist Organization of America* 
Hebrew Immigrant Aid Society 

Hillel: The Foundation for Jewish Campus Life 

Jewish Community Centers Association 

Jewish Council for Public Affairs 

Jewish Institute for National Security Affairs 

Jewish Labor Committee 

Jewish National Fund 

Jewish Reconstructionist Federation 

Jewish War Veterans of the USA 

Jewish Women International 

MERCAZ USA, Zionist Organization of the Conservative Movement 
NA'AMAT USA 

NCSJ: Advocates on Behalf of Jews in Russia, Ukraine, the Baltic States & Eurasia 
National Council of Jewish Women 

National Council of Young Israel 

Organization for Rehabilitation through Training-America 
Rabbinical Assembly 

Rabbinical Council of America 

Religious Zionists of America* 

Union for Reform Judaism 

Union of Orthodox Jewish Congregations of America 


United Jewish Communities 





United Synagogue of Conservative Judaism 

Women's International Zionist Organization 

Women's League for Conservative Judaism 

Women of Reform Judaism 

Workmen's Circle 

World Organization for Rehabilitation through Training 
World Zionist Executive, U.S. 


Zionist Organization of America* 


*Formerly a constituent organization of the American Zionist Council 


Organizations Lobbying USIFTA in 1984 


76 against, 4 unclear, 23 for 


Opposed 

Abex Corporation 
AF L-C1O 

AG West, Inc. 


American Butter Institute 


American Dehydrated Onion and Garlic Association 
American Farm Bureau 

American Fiber Textile Apparel Coalition 
American Hoechst Corporation 
American Mushroom Institute 

American Protective Services 
Applewood Orchards 

Apricot Producers of California 
Arkansas Industrial Development 

Axette Farms, Inc. 

Belger Cartage Service 

Bob Miller Ranch 

Byrd Foods, Inc. 

California Avocado Commission 
California Dried Fig Advisory 

California League Food Processors 
California Tomato Growers Association 


California Tomato Research 








California-Arizona Citrus 

Casa Lupe, Inc. 

Davis Canning Company 

Dow Chemical, U.S.A. 

Ethyl Corporation 

Florida Citrus Mutual 

Furman Canning Company 
Gangi Bros Packing Co. 
Garden Valley Foods 

George B. Lagorio Farms 
Great Lakes Chemical Corporation 
Greater Chicago Food Brokers 
Harter Packing Co. 

Hastings Island Land Company 
Heidrick Farms, Inc. 
Hunt-Wesson Foods 

King Bearings, Inc. 

Langon Associates 

Leather Products Coalition 
Letica Corporation 


California Farm Bureau Federation 





Liquid Sugar 

Mallet and Sons Trucking Company 
McGladdery & Gilton 

Monsanto 

Monticello Canning Company, Inc. 
National Cheese Institute 

National Milk Producers Federation 


New Jersey Food Processors 


Ohio Farm Bureau Federation 
Otto Brothers Farms 

Pacific Coast Producers 
Perrys Olive Warehouse 
Radial Warehouse Company 
Rominger & Sons, Inc. 


Roses, Inc. 





Rubber Manufacturers Association Footwear Division 
San Jose Chamber of Commerce 

South Georgia Plant Growers 

Sporting Arms and Ammunition Manufacturers Institute, Inc. 
Stephen Investments, Inc. 

Sun Garden Packing Company 

Sunkist Growers, Inc. 

Transport Associates, Inc. 

Tri/Valley Growers 

U.S. Bromine Alliance 

United Midwest Manufacturing Company 

University of California 

Victor A. Morris Farms 

Warren Hicks & Sons, Inc. 

Western Growers Association 

Westpoint Pepperell, Inc. 

Woolf Farming Co. 


Zonner, Inc. 


Indeterminate 

Elscint, Inc. 

Manufacturing Jewelers & Silversmiths of America, Inc. 
Solcoor 


W. Braun Co. 


In favor 

A.P. Esteve Sales, Inc. 

AARJOY, Inc. 

Amalgamated Bank. 

American Israel Chamber of Commerce and Industry, Inc. 
American Israel Public Affairs Committee 
Bake-N-Joy Foods 

California Olive Growers Association 
CMC Finance 

Crisafulli Pump Company, Inc. 

Dead Sea Bromine Group, Ameribrom 
Deitsch Plastic Export Company 

First Family of Travel 

Gordon Brothers Corp. 


H.S. Schnell & Co. 


Heritage International Bank 

Jewish War Veterans of the United States 
Kings Super Markets, Inc. 

Mast Industries, Inc. 

Midbar Imports 

Olive Growers Council 

Printing Plus Enterprises 

The Paul Rogers Company 


Wembley Industries, Inc. 
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nen ee SC i ee ; 77) a 


and Tereel, 


Regarding the availability of this report, 
advieed that the report had been widely circulated among 
the staff and members of Capite] Hill, as well as among 
various consultants representing the interest of each agescy 
affected by the free trade 
Soverament of Is 
and stated that when the individual provided hin with the 
Feport, the transaction was sot conducted in a discreet 
or secretive manner. 

(HALPERN) advised that be furnished the report 
te an employee at the American Iarael Public Affairs Committee 


(AIPAC) during the Spring or ss, beliave 
he report to either or to 
indicated that this report was only part of «4 


peckage that he provided to AIPAC with other routine informati 


re ttvine that he could not recall 
the specifTc per of time when he was given the report 














bet stated that the contents of were well known 
by the time he had received it. HARPER «3-53 that 
he did not try to conceal the fact t representatives 


of Israel had this report in their possession. te further 
stated that he believes that the controversy regarding 

this report is extremely exacgerated and that in hia opinion, 
the fact that representatives of Inrae) viewed this report. 
caused no economic damage to any U.S. business or interest. 
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Top Global Arms Exporters[360] 


PL usa [russia [Germany [France [UX [spain [Netherlands] italy | China [israel] 


1 
1984 11076 2883 2822 2415 262 315 1488 2147 296 
1985 10278 1320 3677 2006 76 167 1037 411 194 
1986 11337 1421 2784 1906 37 357 435 2101 397 
1987 12169 1103 618 3301 37 445 727 3458 111 
1988 11470 1575 729 2278 51 757 489 2101 74 
1989 10826 1245 998 3305 227 581 381 029 220 
1990 10409 1776 606 1861 14 405 359 931 101 
1991 12660 2493 955 1459 00 441 534 156 118 
1992 14417 2719 1357 009 1145 78 357 454 729 117 
1993 14539 3477 1576 782 1412 01 443 455 417 145 
1994 11722 1555 2644 719 1522 204 580 312 099 87 
1995 11202 3528 1447 825 1525 82 414 369 040 125 
1996 10851 3842 1871 783 1662 14 477 436 761 230 
1997 14260 2989 878 3069 2452 638 607 441 443 236 
1998 15348 2074 1760 3349 1426 64 596 414 357 204 
1999 11448 4027 1728 787 1313 30 320 509 289 134 
2000 7526 4302 1603 052 1474 46 258 176 268 354 
2001 5808 5824 823 261 1249 7 190 214 496 360 
2002 4936 5602 893 306 916 20 243 402 555 414 
2003 5510 5249 1696 287 621 58 342 312 623 358 
2004 6648 6353 1048 2224 1169 56 208 200 253 593 
2005 6786 5485 1899 617 919 33 580 806 248 313 
2006 7394 6186 2406 541 871 757 1221 621 583 278 
2007 7914 4559 3260 2639 1098 554 1241 649 396 414 
2008 6159 5953 2837 585 1075 623 554 484 428 410 











Note about Declassified FBI Documents 


Some of the document image scans of files released by the Federal Bureau of Investigation under the Freedom of 
Information Act have been altered. 


FBI FOIA reviewers made deletions of data. The rectangular boxes were made by the FBI under the Freedom of 
Information/Privacy Acts (FOIPA). FOIPA section references appear in the margin. Such exemptions, when legitimately 
applied, are intended to prevent "unwarranted invasions" of privacy. 


The author has restored the identity of individuals and organizations where possible by cross-referencing other FBI 
FOIA documents and consulting related primary and secondary sources. 


No editing of information appearing outside rectangular FOIPA exclusion boxes has been made. The accuracy of 
restorations of FOIPA-excluded data is the sole responsibility of the author. 


06/20/1984 FBI WFO: ITC Report 





& 


. 
° ® 
VESEROwN SUBTESTS : Seager 


Gelivered to UST. Also delivered was a substantial portion of « 
second copy of the report in an unsorted condition. The full 
fepert copy wae « copy of the “final report™ and bad no. 
identifying mark on the outside cover which wae Clearly etampec 
confidential. This indicates that this copy was probably made 
prices to the May 30 delivery to USTR. USTA officials adviged the 
significance of the unauthorized dieclowure of the contents of 
the ITC report ia that the bargaining powition of the United 
Gtates was compromised and “Business Confidential” information 
uged in the report wae sade available to the public. This 
Gisclosure also impacts on the effectiveness of the ITC to 
solicit data frem the U.e. business community. No national 
Gefense information wae utilized in the preparation of the Itc 
report. 


OOIECTEVE: 


To identify individual(s) responsible for the 
unauthorised disclosure of the contents of the ITC report to the 
fovernsent of Iurael and employees of AIPAC through interviews of 
ITC personnel and congreswional ataff aides. 








Bussrresthaxne. 
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Case 1:03-cv-02431-RJL Document 26-2 Filed 07/16/2008 + Page 1 of 3 


UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 





JAMES E. AKINS, et al, ) 
) 
Plaieniffs, ) 
) 

v ) Civ. A. No. 92-1864 (RIL) 

) Civ, A. No, 00-1478 (RIL) 

FEDERAL ELECTION COMMISSION, > Civ, A. No, 03-2431 (RIL) 
) 
Defendant ) 
) 

ORDER 
On comadoration of plainnitfs’ motion foe summary judgment. vt is this ___ day 


of 0 

ORDERED that plaintiffs” motion is granted. It also is 

ADJUDGED and ORDERED as follows. 

1, Defendant Federal Election Commbesion’s diunmissals of plaintifls” 
administrative complaints in MUR 2304 and MUR $272 are unlawful amd are set aside, 
the dismissals are “arbitrary, capricious, an abuse of discretion, .. . otherwise not in 
accondance with Law,” and “without observance of procedure required by law.” $ USC 
§ 706(2) 

2. The case is remanded to the Commission. 

3. The Conamisston is ordered, on remand, 

(a) to explain its interpretation of “organized primarily” as that phrase is 


used in 2 U.S.C, § 431(9K Baily, 
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FEDERAL BUREAU OF WHVESTIGATION 


ALL TRPORRATICN coetarews 


rem £ 
TATE 04-38-2) 





ate wt ronsarpnien _ 3/13/86 







ngton, 
D.C. telephone (202) 364-5692 inte 
Bur Special a 
and regarding the recelpt of a 0.5. 
Int ‘On. ade ssion (USITC) report pertaining 
te free trade between the U.S. and Israel. 






for the Bebassy of Ie: 1, Washingten, 0.C, 


free trade between America and Israel. advised 

that he ceceived this document from someona he 

would not identify. He indicated that he received this 
information in his official capacity as 42 diplomat and that it 
Would be against the principles of diplomatic work to divulge 
any information pertaining te the identity of the individual 
who provided him the report. We ferther advised that it 

is impossible within the professional ethics of a diplomat 

to identify individuals whe provide certain information 

to # diplomat, 

[ HAEPERH axe state that the individual who 
provided his vi t Feport wae not a U.S. Gov ficial 
mor Was he an exployee of the U.5. Government, (HALPERN 
indicated that there ware numerous negotiators gardin: 
this free trade insue representing several U.S. Government. agencies 
including the U.S, trade Representatives, the 0.5. Tr ry, 
the 0.9, Commerce Commission, the U.5. Department of State, / 
and the U,%. Department of Agriculture. Me advised that 
there were usally one or two principales representing each 
of these agencies which would attend most negotiations. 

Ne further advised that he thi tain U.S. negotiators 
Wanted the person who provided! the report to know 
about certain aspects pertaining to the United States 


[BALPERN J acvivos that at some tnrecalled 
time in 1 jo Feceived this USTTC i aay 7 te 
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A US.-ISRAEL FREE TRADE AREA 
How Both Sides Gain 


Peggy Blair 


AIPAC Papers on U.S.-Israel Relations 


Business Manager: Peggy Shay 
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contained no National Def aia not 
solicit the report. Both! 

satisfied that AIPAC had the 
Feport. 








rk rhea phetersndl dl 
neni ole was gene 
pon oD it she had eventually thrown it away. x 











Israeli sarket. That competitive advantage will improve even further a3 

£ Zs are completely elininated on EC products by 1989. Currently, about 
40 4 of U.S. exports to Israel are affected by duties averaging approxinate.) 
16.38. 


e xpand U.S. Sspeets: The U.S. has always had a favorable balance of 
trade With fSrael. mT 1v83, the U.S. posted a surpius of over $390 ailiion 
its merchandise trade with Israel. An FTA with israel would enlarge the 
to incre its already substantial exports to 
as computers and data processing equipment; paper — 
products; autonodiles ireraZt and other transportation equipment; specsa--=e° 
industrial machinery; electronic equipsent: telecommunications systems; power 
generating sachinery and equipment; ¢ emicals; textiles; tobacco; and various 
consumer items such as heme appliances. e U.S. also has a six-to-one 
surplus in agriculture products and textiles is Israel. 


*Strengthen aoe ity. There is a mounting concern in Congress that she 
U.S. iv°at a cise Bge in international trade and that U.S, exports a 
receive the same t taene that the U.S. 3 tides to exports of 
A U.$.-Israel FTA would work against that 3 by providing th 
open aarket in {srael and reciprocal duty- trade relations. In fact 
exporters would immediately penetit sore th, Israel's under an FTA since ove 
904 cf Israeli exports to the U.S, already enter duty-free, while only $5+60% 
of U.S. exports sow enter Israel without tariffs. 


a few problers 30 donestic industries. israel dy receive 
free benefits on sacs Ores to the United States; despite that 
experts account for only one-hsif of Lt of total American import 1 
such as textiles and apparel. for e le, Israel's share of total U.5. 
inports is less than 0.2% and about 0.02% of total U.S. consumption in igi. { 
addition, unlike other developing countries that receive duty-free benef 
such as the GS?, Israel is not an enclave of inexpensive labor. [It would nor 
be able to flood U.S. sarkets with cheap, labor-intensive products. in 
agriculture, Israel’s ability to increase exports is restricted by its 
limited amounts of tand and water and the expensive costs of shipping 
perishable products long distances. 
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se trom the uncertainties o usr. lsrael’s 


ic particularly 


the presen 
2 of neighboring trading partners sake 
e to changes in she import duties and policies of és: 








princigas 
. “Make through increase 
trade. ternative -o increas an FA Would be 






dorrowing and foreign aid xc finance 
Tsrael's growing debt which is alread: 





payments gap 
per-capita in 






*Strengthen bilateral ties between the J.5. and Israel. As she 
arrangerens t Ta. WOU. Rave with any country in the world, an FTA with 
a strengthen and reinforce the special political as well a3 ecsonceix 








bends shared by the two demccracies. 
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12/19/1985 FBI Interviews Ester Kurz 
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Maryland, home telephone 






‘Special Agents ¢ 
regarding a class: 


Feport 
received he American Iarae iblic Affaire Committee {ATPAC) 


in June 1984. 








interviewed in the presence of her 
Attorney representing the law firm of FRIED, 
FRAUE, HARRIS, &1 ND JACOBSON, €00 New Hampel 


WoW.» Kashington, 0.C, (WDC), telephone €342-3622. 
provided the following information: 





n Z Se aeeee 

_ AT AEST ESS TS TEE state: LF 

for AIPAC is 500 Worth Capito. Teat, N.W., Suite 300, WDC, 
led 


telephone #638-2256. She £, : she does not 
plan on retcrning to AIPAC 


advised that she first becare avare of the 
0.8, International trade Commission Report on American Teraeli 
Pree Trade when ahe received the teport eo of 1984. She 


etated that shy ne report fr, 
aa employed a ith AIPAC. 
that when she was given & report whe was told to 


"keep it in a safe place” but vas otherwise given no specific 
instructions regarding the report or regarding who initially 
received the report tor AIPAC. 


[BEATE Jotrisea chat as [CPRADE ANALYST | it wae 
her respo! ty co study any reports oF soctm pertaining 
trade and considered the receipt of this 


report o very inary event. She did not know if it was commen 
knowledge at AIPAC whether or not AIPAC had possession of thir 
report. She stated she received the report in June of 1984 and 
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PME FOUR DE WF 40037 -CoNPIOENTIAD- 
PRODUCTS AND INDUSTAIES THAT RAVE BEEN IDENTIFIED BY THE 
INTERNATIONAL TRADE COMMISSION AS BEING THE MOST SENSITIVE 
70 IMPORTS FROM ISRAEL. ALSO, TILE REPORT BASICALLY STATES 
THAT THE UNITED STATES CAN LOWER DUTIES OM ALL GoCeS BEING 
IMPORTED FROM ISRAEL AND IT WILL SOP MURT AMY-tnteTeo “Stace 
TUOUSTAIES-ERCEST-SEVEN INDUSTRIES. THESE INDUSTRIES ARE 
LISTED IN THIS REPORT. 
(haovises naar urs pocumenr was stouex on crven 
TO TME AIPAC BY EITHER A MEMRER OF THE UNITED STATES TRADE 
REPRESENTATIVE SIME Cf TEE IWTESRATIOWAL TRADE ciate 
SED THAT HE BELIEVES THE COPY CAME PROM TRE 
INTERNATIONAL TRADE COMMISSION BECAUSE ALL INTERKAL COPIES 
REPT AT THE UNITED STATES TRADE REPRESENTATIVE ASSOCIATION 
WOULD HAVE AN INTERNAL DOCUMENT CONTROL NUMMER IN THE UPPER 
RIGHT HAND CORNER OF THE COVER PAGE. THE DOCUMENT IDmITIYIED 
AS HAVING BEEN RETURNED FROM AIPAC MAD NO SUCH NUMBER. 
INVESTIGATION CONTINUING, FBINO WILL BE ADVISED OF 




























12/19/1985 FBI Interviews Margaret Blair 





EXECUTIVE OFFICE OF THE PRESIDENT 
OFMICE OF THE UNITED STATES THADE REPRESENTATIVE 
WASIONGTON. DC Zenom 


March 9, 2009 


Mr. Geant Senet 
Institute for Research 
Maddlle Easter Policy 
Calvert Sumon 

P.O. Box 32041 
‘Wastegton, D.C. 20007 


Dear Mr. Smith: 


This lensr is USTR's final fexpemse to your request for *the complete report prepared by the 
lnternational Trade Commission to U.S. Trade Represeatative Wiltiam E. Brock in preparation for 
the US.lrael Free Trade Agreement in 1984", under the Freedom of Information Act. 


Please be advised that, afler a thorough review, it has been determined that the report sheuht not be 
dechewefied The report £s classified in its entirety, leaving no segregable portions available for public 
viewing, 


The report is being withheld in full pursuant to $ U.S.C. §552(DK 1), which pertains to efcemation that és 
properly clawafied in the interest of national security parsuant 10 Executive Onder 12958. 


Inasmuch as thes combines a complete grant of your request, 1 am closing your ike in this office, 


In the event that you are dissatisfaed with USTR's determination, you may appeal such a denial, within 
tharty (30) days, in writing 10: 


FOIA Appeals Comnsimce 

Office of the United States Trade Representative 
1724 F Street, N_W. 

Washington, DC 20508 


Both the lemer and the envelope shoul! be clearly esarkedt “Freedom of Information Act Appeal’. In the 
event you are dissatisfied with the results of any such appeal, judicial review will thereafter be available io 
you in the Usited Stmes District Court for the judicial district in which you reside or have your principal 
place of business, oF in the District of Columbia, where we searched for the records you seek. Should you 
have any questions, please feel ftee 40 comkact me ex my assistant Jacqueline Caldwell at (202) 195-3419. 


‘Sincerely. 


Sapulic: Catheitl. 


‘aldwell 
FOIA Speciatit 


(Case File wont IIO4e 











ouown sumozers sucker 
Personnel. On May 3. £994. five more copies were distributed 
within ITC for wentor etaft/editorial review and for review by 
She wix ITC Commigtioners. On May 16, 2964, 13 more copies 
called “Action Jaaket™ copies were distributed within ITC au « 
Gevice for recording the ci: aod comments of tbe 
Sommiuuicners. On May 32. 2904. 40 copies of the final report 
were distributed with one copy to the President, 25 copies to 
USTR. and it copies within ITC. One copy of the statistical 
appendix to the subject report was made available to USTR on May 
3. 3904. co assist in the preparation of testimony before 
Cong No other co} were available to any other 
individuals of agenciew until May 30, 2964. 














Om May 25. 29) @ DEPARTMENT OF COMMERCE (Doc) 
employee was in Jerusalem following the formal U.8.-Ieracli 
negotiats week before. This employee 
wet with o ot 
an Turaeli Esbassy official from woC 
Feceived & cable from the Israeli nha: cy 
preceeded to read from this cable what appeared to be w full 
eurmary of the report imoluding the conclusions regarding 

itive products. ‘ 


On of about May 30. 1904. prier to the USTR 
distribution of the “final reper | menber of the Trade 
comittee of the Senate Finance Cosmittew notified USTR that 
after « conversation with an employee of the AIPAC, WDC, this 
menbor ieft with the impression that AIPAC had a copy of the 
@ubject teport although they did not offer a copy to this 
employee. This AIPAC member was fumiliar with the Tepert’s 
contents and conclusions. 


On dune 7. 1984, the teract < Fd 
wh Siig ce Mate sateen gE 
wealled tha wae aware of the contents of the 


information passed to USTH 
Congress could acquire copies 























Feport. 


Cn June 12 and 13 
indicated that certain menbe; 
of the ITC report through AIPAC. 





the USTR general counsel telephoned 

R inquired 4 hact a copy of 
viaed they did. asked to 

a ‘pert ans a1) copies. Subsequently. 

E__Jof AIPAC. contacted USTR. to claim no 


cf edge of the report himeelf and to disassociate himself from 
such activities. A copy of the USTR report «as gubsequently 
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03/07/1986 FBI Interviews Dan Halpern 






















CONTACTEDESTER KURGOF THE AMERICA ISRAELE PUBLIC AYFAIRS 


COMMISSION AND ASKED HER IF AIPAC HAD A COPY OF THIS REPORT. 
| pepiryo ves axo[ GINGRICH |sarp THE MATERIAL WAS 
CLASSIFIED AND ASKED FOR IT TO BE RETURNED. 

LATER Cw, THE DIRECTOR oF arPac TexzPzoseo[_ 
AND ADVISED THAT HE HAD NO KNOMLEDGE THAT AIPAC RAD OMTAINED — 
A CLASSIFIED DOCUMENT AND HE STATED THAT THE MATERIAL WOULD 





RE BETURSED AND TAT THEY WOULD COOPERATE IN EVERY KAY In 
ANY INVESTIGATION TO DETERMNE HOM THEY RECEIVED A CoPY OF 
A CLASSIFIED pocuMEN?. 
LATER OM THAT DAY, AN UUBOUND XEROX COPY OF THIS 
DOCUMENT WAS DELIVERED BY AN AIPAC MESSENGER TO THE UNITED 
STATES TRADE REPRESENTATIVE OFFICE. 
[“Jawwisen suar ant rxronmation ComTAIKED IN THIS 
DOCUMENT MAS CLASSIFIED CONFIDENTIAL OR BUSINESS CONTIDEN- 
TIAL, THE RICHEST LEVEL OF CLASSIPICATICN IN THIS REPORT 15 
courzomutraz. ["_Jestzxares TuAT pY OBTAINING TiS DOCU 
MONT, THE PRESIDENT'S NEGOTIATING NIVELOEAS CONCERNING A 
TRADE AGREEMENT BETKEEN THE UNITED STATES AND THE STATE OF 
ISRABL IS COMPROMISED BECAUSE THIS REPORT DIVULGES THOSE 









08/25/1986 USAT Closes Investigation 
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Asarican Public at 

Capitol Street, B.W., Suite 300, Washington, D.C. (WDC), 

telephone #638-22756 was interviews v3 0 OF 
cish Agents (Sas); and 


regarding a trade repert pu shec by 
States Trade Representatives (USTR) which tatedecty 
‘a8 in the possession of AIPAC in 1964, 







erviewed in the presence of her 
representing the law firm of 

,01 L Street, N.W., WOC, 

telephone $828-2234. provided the following information: 


[PORE Jasvises that she hes been employed with 
AIPAC from Jancary 1962 until present, She advised that in 
April of 0 yod 

Offictal 











deacr 3 this cocummt a8 being an International Trace 

aeion (ITC) report studying free trade between Israel 
ané America and the ieplications resulting from possible 
agreements. She stated that the document was 50-80 pages in length end 
that she was not aware of the title of this report. She further 
advised that this document was marked “confidential*. 


Regarding the receipt of this docunent ,["RORZ 
stated that came to the AIPAC office for a meeting 


and prior to the meeting he handed her 
Unmarkec. At that tine, she 
of the envelop. She further « this meeting vas 
conference on the free trade issue between America and Israel 
bet she advised she cannot recall who else was attending this 
meeting. 















snceereeninn om 12, a«_Mashington, 0.C. yore s20-18153-7 
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mvestigate and find whether AIPAC's membership communication includes 
‘communication expressly advocating the clection or defeat of . . . chearhy 
Wentified candidate|s|.~ within the meaning of § 43 19K BK iii), irrespective of 
whether communication that expressly advocates clection oc defeat ix separate 
from communication that identifies candedates and their political veews; and 
(1) ifthe Commission finds that AIPAC is not a political commuttee and 

pot organized primarily for the purpose of influencing federal elections, but that 
AIPAC’s membershap communication inchudes communication expressly 
advocating the clection of defeat of a clearly sdemtified candidate. to mvestigate 
and find whether the cost of the communication requires AIPAC to report it ander 
§431(9X BMI), and, if's0, to require AIPAC to comply with the applicable 


reporting requirements. 


Richard J. Leon 
United States District Judge 


Copies to 


Greg J. Mueller 

Federal Election Commission 
999 E Street, NW 
Washington, D.C. 20463 


Daniel M. Schember 

Gaffney & Schember, P.C 

1666 Connecticut Avenus, N.W_, Sto. 225 
Washington, D.C, 20009 








1996 U.S. Defense Investigation Service Memo 


COUNTRY: ISRAEL 
KEY JUDGMENTS: 

* Israeli espionage intentions and capabilities are determined by their traditional desire for self reliance. 

*Israel aggressively collects military and industrial technology. The United States is a high priority collection target. 
* Israel possesses the resources and technical capability to successfully achieve its collection objectives. 
BACKGROUND: 
Non-traditional Adversary 


Israel is a political and military ally of the United States. However, the nature of espionage relations between the two 
governments is competitive. The Israelis are motivated by strong survival instincts which dictate every facet of their 
political and economic policies. This results in a highly independent approach determining those policies which they 
consider to be in their best interests. Consequently, the Israelis have established an intelligence service capable of 
targeting military and economic targets with equal facility. The strong ethnic ties to Israel present in the United States 
coupled with aggressive and extremely competent intelligence personnel has resulted in a very productive collection 
effort. Published reports have identified the collection of scientific intelligence in the United States and other 
developed countries as the third highest priority of Israeli Intelligence after information on its Arab neighbors and 
information on secret U.S. policies or decisions relating to Israel. 


The primary Israeli collection agencies are the Mossad, equivalent to the CIA, Aman, the Israeli Military Intelligence 
branch, and a little known agency identified as the LAKAM, which translates to the Science and Liaison Bureau. It has 
been reported that the LAKAM was disbanded after it was identified as the agency responsible for recruiting and 
running Jonathan Pollard. However, there is no doubt that the Israeli intelligence community has adjusted its 
collection efforts and continues to closely target the scientific and industrial community within the United States. 


John Davitt, formerly the head of the Justice Department's Internal Security Section, was quoted as stating the Israeli 
intelligence services were "more active than anyone but the KGB.... They were targeted on the United States about 
half the time and on Arab countries about half the time." 


METHOD OF OPERATION/TECHNIQUES: 


The Israeli Intelligence Service employs traditional collection tools. It has a trained agent cadre well versed in 
espionage tradecraft. Collection requirements are identified by the national leadership based on factors relating to 
defense and the national economy. The most compelling requirement deals with immediate threats to the existence of 
Israel posed by its geographic neighbors. Therefore, collection information relating to the existence of nuclear, 
chemical and biological weapons is the first order of priority. Israeli personnel are always seeking to recruit 
knowledgeable human sources with access to this information. Recruitment techniques include ethnic targeting, 
financial aggrandizement, and identification and exploitation of individual frailties. Selective employment 
opportunities (placing Israeli nationals in key industries) is a technique utilized with great success. 


DOCUMENTED INCIDENTS: 


a) The most highly publicized incident involving Israeli espionage directed against the United States is the 1985 arrest 
of Navy Intelligence analyst Jonathan Pollard. Pollard conveyed vast quantities of classified information to Israel for 
ideological reasons and personal financial gain. 


b) In 1986, Israeli agents stole proprietary information from Chicago-based Recon Optical, Inc., an Illinois optics firm. 
Significant financial damages were incurred by Recon an in 1993, the Israelis agreed to pay three million dollars in 
damages. 


c) In the mid-eighties, a large DoD contractor hosting Israeli visitors experienced the loss of test equipment during 
field testing relating to the manufacture of a radar system. Two years later, a request was received from Israel to 
repair the piece of missing equipment. 


d) In 1994, a small firm utilizing a proprietary PC-based product to upgrade Israeli radar systems sent an engineer to 
Israel with its product. Upon arrival, the PC-based equipment was malfunctioning. Examination by the engineer 
traveling to Israel revealed the proprietary chip had been tampered with. 


e) Israel is suspected of furnishing the People's Republic of China with U.S. export-controlled technology desired by 
the Chinese to upgrade their indigenous capability to develop a fighter aircraft. 


f) Author Peter Schweizer maintains Israeli Air Force personnel have repeatedly gained access to top secret military 
research projects by paying off Pentagon employees. 


INFORMATION DESIRED: 


The Israelis have a voracious appetite for information on intentions and capabilities relating to proliferation topics, i.e. 
nuclear, chemical and biological weapons. Specific types of technology desired includes avionics equipment, spy 
satellite data, theater missile defense information. Israel had developed an arms industry which produces weapons 
platforms for each branch of its military service, information relating to the technologies relating to these platforms is 
actively sought. Israeli industry manufactures the Merkava Mark III battle tank, the Sa'ar class corvette missile boat 
and the Kfir jet fighter. United States firms engaged in research, development, and manufacturing associated with 
these technologies together with radar and missile defense technologies are high priority collection targets. 


2009 Draft Order: AIPAC FEC Regulation after 20 Years[361] 
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A TRADE NECOTIATION KE OPTEN ASKES ‘THE UNITED STATES 
INTERNATIONAL TRADE COMMISSION (USYTC) FOR ADVICE om THE 
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iW THIS CASE, ADVICE MAS REQUESTED IN PEBRUARY OF 1984, 
CONCERNING AN AGREEMENT WITE THE STATE CP ISRAEL. TuTS 





INFORMATION WAS RECEIVED FROM THE vsiTc DURING THE LAST 
MEEK OF WAY. ‘THIS INFORMATION WAS CLASSIFIED CONFIDENTIAL. 
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